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ARELY has Wall Street been confronted by such a mixed situation as in the 
RI last few weeks. In spite of the tremendous demand on capital involved in float- 
ing the biggest war loan known in history; in spite of the refusal of the Federal 
Reserve Banks to permit any considerable increase in loans on Stock exchange 
collateral and the reduction of loans by banks on Stock Exchange collateral from 80% 
to 70% ; and in spite of heavy liquidation in many war and semi-war issues, the market 
as a whole has risen enthusiastically to new high levels for the entire movement since last 
December. 

“Peace stocks,” and even those under suspicion of being peace stocks, have bounded 
up rapidly, including many not ordinarily active. Among those for which notable gains 
have been recorded are: American Ice, American Smelting, American Tobacco, Asso- 
ciated Oil, Barrett Co., Loose-Wiles, Lorillard, Mexican Petroleum, National Lead, 
Royal Dutch, So. Pac., "Texas Company. There have also been heavy gains in railroad 


and public utility issues generally. 
What Peace Will Bring 


HE market's first estimate of what peace stocks are and what peace will do for 
them will probably be subject to revision in many instances. The very thought 


~~ 
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of peace brings such a feeling of relief and exultation to investors all over the 
world that their enthusiasm may easily overreach itself for the time being. Prices 
cannot yet be permanently based on peace as a fait accompli, and it is probable that some 
present or later buyers may become discouraged during the period of waiting that must 
apparently intervene before a final adjustment of the extremely complicated situation en- 


tailed by the World War. 


Looked at in the long future, and stripped of immediate psychological influences, 
peace must mean gradual deflation—lower prices, lower wages, lower interest rates. We 
see no reason to expect any sudden collapse, even in the war stocks. Such a condition 
of inflation and highly stimulated business activity as now exists might well result in a 
panic or a severe depression if it had arisen in ordinary times. Over-inflated credits would 
then become subject to suspicion and the curtailment of them would bring either a crash 
or prolonged dullness or both. 

But the situation is now absolutely different, in that the Government stands behind 
these inflated credits. For example, Reserve Bank discounts to member banks now 
amount to over a billion and three-quarters—but about three-quarters of these discounts 
are based on Government bonds and notes. Wherever there is inflation of commercial 
credits, the Government is found to be standing behind the credits, directly or indirectly. 
We may ry ps ge therefore, that deflation will be very gradual and accomplished 
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Position of Stocks 


HE outgrowth of the above conditions should logically be higher prices for high- 

grade investments, the result of a falling interest rate, and lower prices for those 

Sagi common stocks which are now benefiting by war activities, a result of falling 
=———_ commodity prices and gradual restriction of credit. 

The best dividend-paying railroad stocks are now in the new position of having their 
income guaranteed until 2! months after peace is concluded, therefore they should feel 
the full effect of the fall in interest rates and the lower cost of capital—modified only by 
whatever doubt may exist as to the status of the roads after the Government gets through 
with them. Our own view is that they will be fairly treated. 

Public utility stocks will be helped by falling costs of labor and supplies. In many 
cases their rates for gas and electricity have not been raised and therefore will not fall, 
and where they have been raised they are not likely to be immediately reduced. What 
will happen in regard to 6 and 7 per cent street railway fares after the war, is uncertain and 
will perhaps depend on the extent to which expenses can be reduced. In general, how- 
ever, the public utilities situation should now be past its worst and the outlook for these 
companies decidedly improved by peace. 

Mail-order, chain-store, fertilizer, tobacco and gold mining stocks should at any 
rate not be harmed by peace. Their costs should fall as fast as their selling prices—and 
the selling price of gold is, of course, stationary. Many of these companies are making 
gratifying progress, regardless of peace or war. 

While the oils are war stocks, the rapid increase in the use of oil as fuel not only in 
steamships but in locomotives and steel and other manufacturing plants, and the great ex- 
tension in motor truck transportation which is sure to follow the war, should insure a good 
demand for all petroleum products and should cause the prices of these stocks to be well 
maintained. 

The position of the coppers is possibly in some doubt, but our belief is that the ex- 
haustion of European supplies, the big “banked-up’’ demand for copper for all peace 
uses, and the rapid development of electric machinery requiring copper, will prevent any 
great fall in the price from the present Government maximum—which is really a moderate 
price compared with the generally higher level of all prices which now exists—while the 
cost of producing copper is practically certain to fall. This should permit the maintenance 
of copper dividends on a scale considerably more liberal than that which prevailed be- 
fore the war, while the present prices of these stocks are not high as compared with the 
prices of the steels or munitions, for example. We believe, therefore, that the peace prices 
of the copper stocks should also be well maintained. 

~ ‘With the coppers we are inclined to class the stocks of electric manufacturing com- 
ies. While their business may fall somewhat from the war level, steady development 
of the electrical field places them in a pe age | favorable ee pis 

Companies engaged in foreign trade should enter upon a period of gradual, soli 
growth after the war. Neutral countries will be hungry for many kinds of goods when 
hostilities cease, and in some cases-America will be the only nation ready to supply this 
demand; and the more distant future will unquestionably bring a great broadening of our 
trade relations with foreign nations. 

Motor and tire stocks should do well in peace. The rapid development of trucks 
and tractors, the success of the kerosene carbureter, and after-the-war scarcity of passen- 
ger automobiles, will contribute to their prosperity. It is not improbable that industrial 
alcohol may soon be produced cheaply enough for motor fuel. Great as the growth of 
motor transport has already been, we see no reason to think that it has approached its 
limit. 

On the other hand, there are many industries which must apparently suffer from 
post-war deflation—the munitions, steels, other metals except gold and copper, chemical, 
sugar, can, packing-house, coal, leather, shipping, etc. The peace demand for these 
products can scarcely equal the war demand, while productive capacity has been tre- 
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mendously enlarged. While we do not expect any sudden collapse in the prices of these 
issues, we believe the necessary period of readjustment will bring lower prices for them. 

It is oe be remembered, too, that the war prosperity of these companies has attracted 
many new and inexperienced buyers to their securities. Many of these buyers, with the 
natural optimism of the novice, do not now realize the wide fluctuations by which busi- 
nesses of this class have been characterized heretofore and are not prepared to carry their 
stocks through thick and thin. 

In the past, for example, the number of stockholders in U. S. Steel common has 
usually decreased on advances and increased on declines; but during the last few months 
of rising prices there has been no falling off in the gumber of holders. If history repeats 
itself—and in this respect it usually does—many of these small holders will eventually 
liquidate at lower prices. 

As to the equipment companies, their business should be well maintained for some 
time after the war, but on the other hand their stocks are now selling at relatively high 
levels. These stocks are war stocks—are they also peace stocks? For a time after the 
war they may appear so, but the productive capacity of these plants has been much in- 
creased, and we are inclined to expect that their business will be subject after the war 
to the same sudden changes as before the war. At the present level of prices these stocks 
do not seem specially attractive. 

Bonds and Preferred Stocks 


UR statement in the last issue that bargain days for the highest grade investments 

iO) would not last long and that the peace rise would begin before peace arrived, 

iq has been very promptly fulfilled in the bond market. Railroad bonds, especially, 

SY have enjoyed a remarkable rapid and well sustained advance to the highest level 
of prices since the collapse of December, 1917. 

Nevertheless railroad bonds have recovered only about one-quarter of their loss from 
the high point of 1917 to the low point of 1918, and are still low. The astonishing 
thing is that this entire rally took place in about three weeks. Industrial bonds have re- 
mained nearly stationary. This is because they had declined less. Of their total loss 
during 1917 they have recovered nearly one-half, but all of this recovery occurred last 
January and February. 

An article in this issue emphasizes the special attractiveness of good preferred stocks. 
They are perhaps more desirable investments than bonds at this time, especially as many 
of them have not yet advanced much. 

Aside from moderate reactions, bond prices are likely to be well maintained, and 
issues may still be selected to give high yields, as measured by ordinary standards. 

Summary 
fal y) | is difficult to summarize the prospects of a market iat such varied 
ail aspects for different classes of securities. In general, we believe the oe 
grap} should be bought now, without regard to temporary fluctuations: Higher gra 
== bonds; second grade and semi-speculative bonds which are well backed by earn- 
ings; preferred ‘stocks whose dividends are customarily earned by a large margin and some 
of the best public utility common stocks. Mr. Wyckoff's article in this issue explains the 
notably excellent prospects for the future of Southern Pacific. 

The following should be avoided: Bonds and preferred stocks poorly supported by 
average earnings; common stocks of companies now largely dependent upon war business. 

There is a large class of miscellaneous securities not included under either of the 
above heads, some of which have been touched upon above, or in articles published in 
this magazine from time to time. The present is emphatically a time for discrimination 
and careful selection. 


October 29, 1918. ° 


NOTE—Under present aagrcge oe is e. No ig rant perins for readers to obtain accurate 
and unprejudiced information on ind securities. Regular annual subscribers are 
entitled to call upon our Inquiry prt ay We also maintain an Analytical Service 
Bureau and an Investment Letter Service (See advertising pages). 





Southern Pacific—Greatest Peace 
Stock of All 


U. S. Government’s “Conservative Minimum” Valuation of 
Only a Part of Oil Land Holdings $439,000,000—Total 
Lands Worth a Billion Dollars, or $365 Per Share 
Mostly in Oil Values—Destined to Become 
One of the World’s Greatest Oil Producers 


By RICHARD D. WYCKOFF 


HE best thing I can say about 
Southern Pacific,” said an of- 
ficial of that company, a few 
years ago, “is that it is honey- 

combed with equities that the public 
knows nothing about.” 

Southern Pacific is just beginning to 
let some of the honey ooze. 

And I have resolved that my readers 
shall be fully informed, so that they 
may take complete advantage of the 
situation. 

E. H. Harriman once said, “I’m not 
interested in a thing that pays ten per 
cent. I want something that will grow.” 

In ten years he made $300,000,000 
chiefly in the upbuilding of Union and 
Southern Pacific, and his estate today 
possesses one of the largest, if not the 
dominating, holdings in the stock of this 
wonderful property. 

No one knows its possibilities better 
than Mrs. E. H. Harriman, Charles C. 
Tegethoff, agent of the Harriman estate, 
who was Mr. Harriman’s right-hand man 
while he was alive, or Kuhn, Loeb & Co., 
the company’s bankers. 

Far sighted as the great financier was, 
I doubt if he ever realized that enormous 
potential value and earning power in one 
of the units of Southern Pacific—its oil 
properties. In 1909, when Harriman 
died, no one dreamed of a world war and 
the impetus it would give to marine and 
motor truck transportation. No one 
dared predict the production of automo- 
biles by the million and the consumption 
of untold gallons of gasoline by automo- 
biles, or that the locomotives, power 
plants, steel works and factories of today 


would be remodeled so that oil might 
be used as fuel. 

And so, while we are accustomed to 
think of Southern Pacific as a railroad, 
with its chief resources above ground, 
the facts are that its greatest equities are 
in its land holdings, and the oil which 
lies beneath the surface. These are so 
valuable that if the company sold them 
out at their estimated value, it would 
realize sufficient to purchase all of the 
outstanding $272,823,406 Southern Pa- 
cific stock at $100 per share, and still 
have left cash equal to $265 per share. 

Before the Standard Oil decision 
forced the dissolution of the big combine, 
I was discussing that company with one 
of its officials. He said, “The point to 
bear in mind about Standard Oil is that 
it has oil in storage above ground worth 
$300 per share and not a dollar of this 
is included in its balance sheet.” 

Standard Oil (old stock) was then 
selling around $500 per share. After the 
decision, it rose to $1500. 

For many years, Southern Pacific has 
been concealing its assets, and rightly so. 
Till of late it was a mistake for a railroad 
to show a substantial surplus. And as 
for equities, what right had stockholders 
to them anyway? But that day has 
passed, and signs multiply that Southern 
Pacific is ready to give its stockholders 
(partners) a peep at some of the rich- 
ness in its treasure house. 

Developments which should further 
unloose pent-up values in this company 
are chiefly contained in two important 
court decisions about to be handed down. 
One of these, known as Civil Case 46, is 
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pending in the U. S. District Court at Los 
Angeles. The other is the Elk Hills case 
before the U. S. Supreme Court at 
Washington. 

Some weeks ago I sent an investigator 
to Washington, with instructions to re- 
port to me the exact situation. The in- 
quiry covered a history of the road and 
its land grants, an examination of rec- 
ords in the U. S. Land Offfice, the 
U. S. Geological Survey, the California 
State Geological Records, the Con- 
gressional Library, where the statutes 
were examined, the Department of Jus- 
tice, in which the work involved an in- 
spection of bills of complaint, answers 
thereto, briefs and supplementary briefs 
of opposing counsel, testimony of wit- 
nesses, official maps and descriptions of 
land grants. A very convincing con- 
clusion was obtained. This report has 
been submitted to eminent counsel, and 
I have their opinions. To use their own 
expressions, “The, Government has no 
case.” “The Southern Pacific is bound 
to win.” “The Government hasn’t a leg 
to stand on.” 

The California decision is expected at 
any moment. It may be announced be- 
fore this article reaches our readers. 
Even if it should, by any chance, be ad- 
verse, it will not be final. The Supreme 
Court’s favorable attitude is readily fore- 
casted from other recent decisions. 

In the judgment of highly qualified at- 
torneys, Uncle Sam himself will be very 
much surprised if the progress of the 
Southern Pacific as an oil factor is in- 
terrupted by these decisions. 

Leaving aside, for a moment, the ques- 
tion of oil holdings, let us consider the 
railroad end of the enterprise, which, up 
to now, has been the chief source of in- 
come. Here is a system almost as large 
as the Pennsylvania showing the follow- 
ing increase in earnings available for 
common dividends: 


Has any other large system been able 
to report such a rapid gain? Has N. Y. 
Central? No. Pennsylvania? No. Have 
the other roads in Southern Pacific terri- 
tory developed their earnings to such an 


extent in so short a time? Has Union 
Pacific? or Atchison? No. 

How, then, could Southern Pacific 
earn, in 1917, two and a half times what 
it earned in 1915? 

I'll tell you. 

It is because the management is begin- 
ning to let a little—just a little—honey 
drip from the honeycomb. 

Looking through the company’s report 
for 1917, which is not a pamphlet but a 
young book of nearly a hundred pages, 
we find, for example, that for the first 
time there is disclosed the gross earnings 
of the Kern Trading & Oil Co., one of 
Southern Pacific’s important oil sub- 
sidiaries. This company apparently is 
showing a gross of about $8,500,000 a 
year, or 3% on Southern Pacific stock. 
But in order that stockholders may not 
grow too enthusiastic at this slight sweet- 
ening, a few millions are charged off for 
depreciation. 

In 1917 the Government appointed a 
commission to appraise the value of that 
part of Southern Pacific’s oil lands which 
are included in the Civil Suit 46 and the 
Elk Hills case. The commission decided 
that $439,000,000 was a conservative 
minimum, 

The Standard Statistics Bureau of 
New York gives a valuation of South- 
ern Pacific’s oil lands and other land 
holdings at one billion dollars. 

This sum is more than the combined 
present market valuation of U. S. Steel 
common and preferred, figuring both at 
$110 per share! 

Bear in mind that this is over and 
above the worth of Southern Pacific as a 
holding company of railroads, steam- 
ships, trolley lines and other valuable 
properties, a corporation of 11,000 miles 
of railroad—one of the country’s largest 
systems; owner of the Pacific Electric 
Railway, the greatest electric railway sys- 
tem in the world, with a capital stock of 
$34,000,000, all of which is owned by the 
Southern Pacific; with millions of addi- 
tional holdings of electric railway prop- 
erties, not to mention vast holdings of 
agricultural lands and a railway line 
down the west coast of Mexico. 

Southern Pacific as a 6% dividend 
payer, earning three times that amount, 
and backed up by the Government’s guar- 
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antee that its railroad income, until twen- 
ty-one months after the war ends, shall 
be not less than the three-year average, is 
worth over par on this basis alone. It 
sold above 139 only a few years ago with- 
out regard to its oil lands, and when its 
earnings were only half what they are 
now. Its earnings as a holding company 
are more than Union Pacific’s were when 
Harriman put it on a 10% basis and it 
rose to 1953 and later to 219. 

As Southern Pacific’s oil properties are 
further developed, and the investment 
public begins to learn something of the 
vast potentialities with which it is 
packed, its shares will be considered 
cheap at a figure far above their present 
quotations. 

I believe Southern Pacific, which, as I 
write this, is selling under par, will short- 


ly cross the price of U. S. Steel common, 
and that before very long it will cross the 
price of Union Pacific. 

Those of my readers who hold Union 
Pacific, Atchison, Great Northern, North- 
ern Pacific, N. Y. Central or Pennsyl- 
vania would do well to exchange it for 
Southern Pacific now. 

I would rather own Southern Pacific 
today than U. S. Steel common or pre- 
ferred. 

Its dividend is not limited to 6%. be- 
cause it is the Southern Pacific Co.—a 
holding company—and can therefore pay 
larger dividends whenever the manage- 
ment so decides. 

In subsequent issues of this magazine 
there will be presented further facts and 
figures about Southern Pacific. 





Attractive Peace Bonds 
Advantage of Long Term Issues—Some Excellent Foreign 





Government Obligations—Relative Prospects of Rail- 
road, Utility and Industrial Bonds 





By BENJAMIN GRAHAM 





a bond market. Unlike the stock 
= list, with its divergent move- 
ments, bond issues of every class have 
recently been headed in but one direc- 
tion—upward. Yet a careful analysis 
of recent price changes discloses that 
the rate of advance has not been uni- 
form for all types of investment se- 
curities—bonds of certain kinds have 
responded with more enthusiasm than 
others to the new market influence. 
While practically all bonds may be 
said to be “peace bonds,” in the sense 
that their value should rise at the end 
of the war, it is.the purpose of this 
article to discuss the relative extent to 
which obligations of different classes 
should be benefited by the return of 
normal conditions. 
The price of a bond is determined by 


HE effect of approaching peace 
card has already been felt in the 


two distinct factors—first, the indi- 
vidual merits of the issue; second, the 
general course of interest rates. That 
bond yields will decline from their 
present high levels is the universal ex- 
pectation, and this is of course equiva- 
lent to asserting that the price of 
bonds must advance. This conclusion 
is based on the law of supply and de- 
mand—with the cessation of Govern- 
ment offerings the chief depressing in- 
fluence is removed, permitting prices 


_ to work back gradually toward their 


former levels. 

While this argument is fundamental- 
ly correct, it may be well to point out 
that certain more complicated ele- 
ments are involved. The withdrawal 
of the Government from the bond 
market will not in itself automatically 
effect a complete recovery in prices. A 
considerable amount of deferred and 
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speculative buying indeed may result 
in a sudden advance immediately upon 
the conclusion of peace; but the ulti- 
mate rate of interest after the war 


But conversely, if the close of the 
war should by any chance be followed 
by a period of intensified commercial 
activity, the recovery in bond prices 


ATTRACTIVE PEACE BONDS 


Table I—1—Liberty Bonds 
2—Foreign Government Bonds 


*Anglo-French 
*Bordeaux-Lyons-Marseilles 
*United 

*Argentine 


*Japanese Seamed “German stamped” ae 


Price 
Oct. 14 


95% 
99 
100 
86 
83% 


Due 
* Oct. 15, 1920 
1919 
1919 
1945 


;. a 10, 1925 


NOTE.—Bonds marked * are referred to in the text. 


must depend primarily upon the rela- 
tion of new capital requirements to 
current savings. To the extent that 
the accumulation of funds will exceed 
expenditures for new construction, the 
consequent surplus of the former will 
tend to force interest rates down and 
bond prices up. Furthermore the cur- 
tailment of the need for banking cap- 
ital now employed in financing com- 
mercial and industrial operations would 
in corresponding degree release funds 


may not take place to the extent an- 
ticipated. Besides, the influence of the 
tremendous increase in the volume of 
outstanding securities must be borne 
in mind. After the war the issues of 
the leading nations—the United States, 
England and France, at least—will 
rank pretty much on a parity. There 
will thus be an unimaginable quantity 
of new obligations of the highest grade 
which must be advanced substantially 
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for security investments — which 
means that lower commodity prices 
and reduced volume of business would 
be factors making for an advance in 
the value of high grade issues. 


above their offering price, if the old 
issues are to approach their pre-war 
levels. To raise this enormous weight 
of debt far up the scale of value must 
surely require considerable time. 
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Short-Term vs. Long-Term Issues 


These factors may qualify, but can- 
not vitiate, the general proposition 
that bond yields must decline with 
peace. Given the certainty of a reduc- 
tion in interest rates, it is evident that 
the price of long term issues will ben- 
efit more from this development than 
that of the nearer maturities. In the 
last number of THE MaGazINE or WALL 
Street, Mr. Wyckoff pointed out clear- 
ly why even on a 6.30% basis the Bur- 
lington Joint 4s, due 1921, have not the 
prospects of market appreciation pos- 
sessed by the fifty and one hundred 
year issues. 


Advantages of Convertibles 


In the case of a number of short- 
term obligations, a conversion privi- 
lege into either bonds of more distant 
maturity or investment stocks would 
enable them to take full advantage 
marketwise of the readjustment of in- 
terest rates. It is strange that inves- 
tors have not fully realized what ideal 
protection is afforded by convertible 
issues of this type—which guarantee 
against any considerable decline 
through their near maturity, and at the 
same time can participate in any ad- 
vance of the longer-term securities. 
Under the latter head of course are to 








ATTRACTIVE PEACE BONDS 
Table II—Railroad Bonds—High Grade 


Atl. Cost Line—L. & N. collat 
Central Pacific Ist and ref 
Delaware & Hudson convert 
*Southern Pacific convert 

Southern Pacific convert 

Union Pacific-Ore. Short Line ref.... 


Price 
Oct. 14 


73 
78% 
86 
95% 
81 
8234 


Due 


1952 
1949 
1935 
1934 
1929 
1929 


NOTE.—Bonds marked * are referred to in the text. 








In truth the market has been recog- 
nizing this fact all along—witness the 
circumstance that in the past year 
short term issues have regularly sold 
on a higher basis of yield (i.e., at a 
proportionately lower price) than the 
longer term bonds of similar grade. 
To take one of many examples, Great 
Northern 5% notes, due 1920, are sell- 
ing at 97%, a 6.50% basis, although 
secured by 120% in First and Refund- 
ing 4%4s of 1961, concurrently quoted 
at 86%, or a 5% basis. The notes are 
surely at least as well secured as the 
4's, but the latter sell at a lower rate 
of return because they have prospects 
of a much more substantial advance. 
If both issues should sell next year on 
a 4.50% basis, the notes would reach 
a price of say 100% a gain of only 3 

oints—whereas in the same time the 
ong term 4%s would be recovering 8 
points to 94%4. The very factor that 
made note issues so stable in declin- 
ing markets makes them relatively un- 
attractive when prices are turning 
strong. 


be placed investment stocks, preferred 
and common, which react to changes 
in interest rates exactly like bonds of 
very remote maturity. 

In this way the American Tel. and 
Tel. new 6s, due 1925, have enjoyed a 
rise of six points through their conver- 
sion privilege, while the collateral trust 
5s, due much later, were gaining only 
two points. To discuss in detail the 
possibilities of this and other individual 
issues, we must now turn our atten- 
tion from bonds as a whole to the var- 
ious types of investments. 


I: Government Obligations 


Government bonds are naturally the 
peace securities par excellence. These 
will immediately feel the effect of the 
sudden curtailment of those enormous 
and continuous offerings which have 
steadily depressed their price in the 
past. The favored position of Liberty 
Bonds—the best peace investment on 
earth—deserves extended considera- 
tion, and for this purpose the reader is 
referred to our Liberty Bond Depart- 
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ment, in which the subject has been 
treated at greater length than the 
limits of this article will permit. 

The bonds of other nations dealt in 
here will benefit in various ways from 
the return of peace. The Anglo- 
French 5s should advance because their 
present price of 95 represents a yield 
of over 7.50%—entirely too high for 
an obligation which the end of the war 
should make gilt-edged in every re- 
spect. The United Kingdom 5%%s 
“new,” maturing next February, are 
convertible into twenty-year 54% 
bond at par; and despite the short 


rate is here fixed at 5.60 francs to the 
dollar, so that at the present quotation 
this privilege already has a value of 
about 2%. There is more than a year 
left in which to take advantage of fur- 
ther progress toward the normal rate. 
The latter figure—5.19 francs to the 
dollar—would give these Municipals a 
value of no less than 107% at matur- 
ity. One does not need to expect a 
full recovery in exchange in order to 
regard these 6s as an excellent short- 
term peace investment. 

Among the longer term bonds good 
opportunities are held by the Argen- 


ATTRACTIVE PEACE BONDS 
Table III—Railroad Bonds—Medium Grade 


*Chesapeake & Ohio convert 
Chic., Rock Island & Pacific ref 
Denver & Rio Grande consol 
Missouri Pacific consol. 

St. Louis, Iron Mt. & So. ref 


Due 
1946 
1934 
1936 
1923 
1929 


NOTE.—Bonds marked * are referred to in the text. 








ee 


period remaining in which to exercise 
this privilege, a very sudden peace 
might give it value after all. 

On the other hand the premium of 
114% on the French Republic 5%s due 
next April results not from a conver- 
sion, but an exchange feature. Being 
payable either in dollars here or in 
Paris at the rate of 5.75 franc$ to the 
dollar, the recent rise in French ex- 
change has given substantial value to 
the latter option. At this writing 
francs are quoted at 5.47, nearly 5% 
above the exchange parity for this is- 
sue. In other words, were the present 
rate still in effect next April, these 
5%s would be worth 105%—delivered 
in Paris. The latter clause is impor- 
tant since insurance costs must figure 
in the transaction; but here again 
peace would affect conditions greatly 
in the bondholder’s favor. Should 
French exchange continue its advance, 
the premium on these 5%s might be 
greatly augmented by the time of ma- 
turity. 

The same conditions hold good for 
the “French Municipals”—Bordeaux, 
pao and Marseilles—now selling at 

, and due Nov. 1, 1919. The exchange 


tine 5s, due 1945, at 85 and the Jap- 
anese 4%4s “German Stamped,” due 
1925, at 83. The gap between the Ger- 
man Stamped and the regular bonds 
of this issue has already narrowed 
from ten points to only four, and at the 
end of the war it should disappear en- 


tirely. 
II. Railroad Bonds 


The graph of bond prices appearing 
with this article should give the reader 
a very illuminating idea as to how the 
various types of corporate securities 
have acted in the past four years. The 
chart is based on the Wall Street 
Journal averages, which date from 
April, 1915, but they have here been 
carried back to the beginning of 1914 
to obtain a comparison with pre-war 
levels. 

It will be observed that the average 
price of ten high-grade railroad bonds 
reached their lowest level, 79.9, on Oct. 
Ist last. At this time it was more 
than fifteen points below the average 
at the beginning of 1917—less than 
two years before—and the same dis- 
tance below the pre-war figure of 
April 1, 1914. The 1% point recovery 
that has taken place up to Oct. 11 is 
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so small in comparison with the tre- 
mendous decline that we might well 
look forward to a much greater ad- 
vance when peace is finally consum- 
mated. In this connection, however, 
the writer would repeat his warning 
against undue optimism as regards the 
extent and rapidity of this readjust- 
ment. To my mind a return to a 44% 
basis for railroad bonds can hardly be 
expected—unless they are to receive a 
permanent Government guaranty. The 
competition of Government securities 
now yielding so far above this rate, 
and the likelihood of rather stiff in- 
come taxes for some years to come, 
would strongly oppose an advance 
above, say, a 444% return. In the case 
of Atchison General 4s this would im- 
ply a maximum value of about 89—a 
gain of some 7% points from present 
levels. 


appear particularly attractive from 
this point of view. 


III. Public Utility Bonds 


According to the graph, the decline 
in the average price of public utility 
bonds since January, 1917, was almost 
exactly equal to that registered by the 
high-grade railroad issues. For com- 
parative purposes however, these fig- 
ures are misleading, because of the 
difference in the average maturity of 
the two classes. Since the public util- 
ity issues have a mean due date of 
1946, against 1969 for the railway 
bonds, the same decline of fifteen 
points signifies a substantially greater 
advance in yield for the former group. 
This is to be expected in view of the 
extraordinary difficulties confronting 
the utilities in the past year. 

In the field of traction bonds, one of 


ATTRACTIVE PEACE BONDS 
Table IV—Public Utility Bonds 


‘ 7 | 
*Am. Tel. & Tel. convert 
*Brooklyn Union Elev. Ist 
*Interboro Rapid Transit convert.... 
N. Y. Edison—N. Y. Gas & Elec. Ist.. 5s 
*Third Ave. adjustment 


Due 
1925 
1950 
1921 
1948 
1960 


6.10% 
6.30% 
7.55% 
5.95% 


NOTE.—Bonds marked * are referred to in the text. 


This appreciation, though substan- 
tial, might not appeal particularly to 
the investor looking for the largest 
possible profits. These might be 
found rather in the railway issues of 
somewhat lower grade, which should 
benefit not only from lower interest 
rates but also from a general improve- 
ment in the carriers’ credit. The sub- 
ject is complicated by the possibility of 
continued Government operation on 
the one hand, and a temporary decline 
in earnings on the other. Should the 
former occur, the junior bonds of the 
stronger roads and the senior issues 
of the weaker (and reorganized) lines 
should both reap decided advantages. 
Moreover, convertible issues, like Sou- 
thern Pacific or Chesapeake & Ohio 5s, 
are in a position to share in any sharp 
upward movement of the stocks. The 
appended tables of “Peace Bonds” con- 
tain a selection of railway issues that 


derlying obligations. 


the best opportunities is presented by 
the Brooklyn Union Elevated 5s, now 
selling about 82 and yielding over 
6.30%. Not even the investment houses 
seem to have recognized how favorabl 
the Dual Subway Contracts have ai- 
fected the status of this security. It 
is provided that the interest on these 
5s (and the similarly situated Kings 
County El. 4s) shall be a first charge 
against the combined net earnings of 
the new and old subway and elevated 
lines to be operated by the B. R. T. 

In other words these charges, aggre- 
gating only $1,100,000, have the first 
claim on the profits of an investment 
of well over $200,000,000. The embar- 
rassing maturity of B. R. T.’s large 
note issue has depressed all the sys- 
tem’s securities, including these un- 
Peace should 
bring some solution of the company’s 
difficulties—and however the junior se- 





ATTRACTIVE PEACE BONDS 11 





curities are affected; these Brooklyn 
Union El. 5s should eventually rank 
among highest grade public utilities. 
The return of peace should lend an 
attractive quality to the new Inter- 
borough Rapid Transit notes, which 
will be convertible into the long term 
Refunding 5s at 87%4. But the best 
convertible issue of all is undoubtedly 
the Am. Tel. and Tel. 6s due 1925. At 
par they are surely more desirable than 
the stock, which is now selling above 
the conversion parity for the bonds. 
The latter would\not decline as much 
as the shares in a weak market, and are 
bound to follow closely after the stock 
on the way up. The same is true ina 
way of the Con. Gas 6s at 105; except 
that their near maturity in Jan., 1920, 
carries the danger of a loss of five 


profits of the industrial companies 
many of their obligations now sell on 
a lower income basis than some high- 
grade railway bonds—an unheard of 
circumstance four years ago. 

A good example is the Am. Smelting 
and Refining Ist 5s, created in 1917, 
which, though one of the best secured 
bonds obtainable, sell well below better 
placed issues of similar grade. U. S. 
Rubber 5s at 82, Bethlehem Steel Pur- 
chase Money 5s at 81, and Midvale 
Steel 5s at 88 are additional instances. 
It is to be assumed that the enormous 
surplus earnings of the war period 
have at least assured the safety of all 
the steel bond issues; and should also 
allay all doubt as to the security be- 
hind the U. S. Rubber obligation. 

Another type of industrial bond that 


ATTRACTIVE PEACE BONDS 
Table V—Industrial Bonds 


*Am. Smelting & Refining 
; Se ree 
*Bethlehem Steel purchase money.... 
*Chili Copper convert 
opper ist convert 


*Virginia-Car. Chem, convert 
NOTE.—Bonds marked * are referred to in the text. 


Due 
1947 
1939 
1936 
1932 
1928 
1936 
1947 
1924 








points in case the stock breaks, neces- 
sitating redemption at par instead of 
conversion. 

The Third Ave. Adjustment 5s, al- 
though of course a speculative bond, 
have good peace prospects and at 35 
are a much better proposition than the 
stock at 19. In fact their cumulative 
feature is sure to bring their net cost 
below that of the stock, before divi- 
dends can possibly be restored on the 
shares. Moreover, the tangible invest- 
ment behind the 5s should make them 
worth their present price. 


IV. Industrial Bonds 


The graph indicates that the average 
of industrial bond prices is exactly at 
the level of April, 1915, and that there- 
fore this class has done far better 
marketwise than the railway and util- 
ity group. As a result of the splendid 


might benefit from peace conditions is 
represented by the Virginia-Carolina 
Chem. 6% Debentures, convertible into 
preferred stock at 110. At 98 they are 
now selling on a parity with the stock. 
Should the latter increase in value the 
bonds would gain proportionately. 

Chile Copper 6s, selling at 85, belong 
to both of the above groups. Brought 
out late in 1917, they suffered much 
from unfavorable market conditions 
attending their flotation. With peace- 
ful times restored, their merits should 
win better recognition. Again, their 
conversion privilege into Chile stock 
at 35 — really means 29% at this 
price for the bonds) may turn out to 
possess substantial value,—because, 
given the opportunity to consummate 
long-planned enlargements, this prop- 
erty can be made one of the largest 
producers in the world. 
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Second Prize Article in The Magazine of Wall Street's 
Liberty Bond Prize Contest 


How to Invest Safely and Profitably 


Maximum of Return and Minimum of Risks—Follow 
a Definite Financial Plan 





By JAMES E. SHARPE 





The wealthy investor generally requires little advice and assistance in 
handling his funds beyond that already at his disposal. This article, therefore, 
is written more for the benefit of the average investor than for the man of 
wealth. 

Skill and Judgment Necessary 


Unusual skill and judgment are indispensable to enable the conservative 
investor to increase his principal and income at a minimum risk. It can only 
‘ be done through investments whose income yield and intrinsic value are 
steadily increasing. But such investments being difficult of selection, and the 
realization of their appreciation in yield and value problematical and oftimes 
far removed, the investor must at 
the start enjoy an income larger 
than his onion. or forthwith INCOME & EXPENSE GRAPH 
contrive to arrange his affairs so SHOWING SURPLUS FIELD 
that a surplus of income above ex- nov FEB 
penses will be created. 

Next he must equip himself with 
knowledge, a good broker, a good 
bank, records, charts, comparative 
tables and figures, that will en- 
able him to build up this surplus 
steadily and surely until, gather- 
ing momentum as it progresses, it 
sweeps him on to fortune and in- 
dependence. Even with this sur- 
plus created and progressing to his 
satisfaction, great skill and judg- 
ment is still necessary for profit- 
ably and safely investing it. 

If a sound knowledge of securi- 
ties has not already been acquired, 
it should be, before the investor 
attempts to act on his own judg- 
ment. He should have read and 
studied THe MacazIne oF WALL 
StrEET and similar publications 
for at least a year, or better, for years, until he feels that he understands 
their contents, their lucid description of various securities. He should 
understand the analysis of a financial statement likewise he should be able to 
read and interpret such a statement in its simple form as published by a cor- 
poration in which he may have invested. In a word, he should know a sound 
investment when he sees it. 

Having acquired considerable knowledge of investments through study 
and reading, he is now ready to proceed, but first a good broker and banker 
should be selected, and credit established with them both, preferably a broker 
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who is a member of the New 
York Stock Exchange. Credit 
can best be established with his 
broker by references or a letter 
from the investor’s local bank. 
Credit can be established with 
your bank through acquaint- 
ance and personal contact. 
There may be times when se- 
curities are available at such at- 
tractive prices that their income 
yield exceeds the prevailing 
money rate, at which time it 
might be advisable to borrow 
from your bank a reasonable 
amount to take advantage of the 
prices of certain investments. 
Safe investments can be made 
through your broker at a small 
cost for commissions, taxes, etc. 


Accumulation of Surplus Highly 
Essential 


After an investor has safely 
invested the money he has on 
hand, he must be diligent in 
conserving and accumulating 
his income. To the average 
citizen with an average income 
and a steadily mounting cost of 
living, this is by no means sim- 
ple, but it can be done, through 
the proper method of equipping 
himself with a system of graphs 
and comparisons that will act 
as a prod to his natural inclina- 
tion to progress financially. 
Keeping posted is vitally im- 
portant, and his study and read- 
ing of the publications men- 
tioned should not be neglected, 
but he should immediately in- 
stitute the system of graphs 
that is described in this article, 
for enlarging his surplus field, 
thereby rendering a part of his 
income available for reinvest- 
ment, through which means he 
is to increase both his principal 
and income. 

It is possible for one to learn 
the value of securities from the 
study and reading recom- 
mended, and soon to recognize 
many more investments that 
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are attractive than he has funds with which to purchase, and it is for this 
reason that so much stress is placed upon the matter of training oneself to 
accumulate. With funds to invest, an experienced investor can easily increase 
his income. The charts submitted are of such an impressive character that 
they induce the investor without ample funds to take care of his income. 


System of Bookkeeping and Charts 


Every well managed business maintains an extensive system of book- 
keeping, yet the average individual undertakes nothing of the sort for his 
personal investments and his personal affairs, which, however, are subjects 
just as worthy of auditing and bookkeeping as the largest business. It is of 
just as much interest to him personally as the business with which he is con- 
nected and which is engaging all of his time, since it is the foundation of. his 
financial success. 

In launching his personal bookkeeping system, the investor should pro- 
vide himself with a memorandum book, keeping therein an itemized state- 
ment of his expenditures, then another book ‘for keeping a record of his in- 
come; but expenses being the more difficult of management, after entering 
his daily expenditures in his expense am 
book, another book or chart should yt NyENTORY AND RECAPITULATION 
be arranged to which he can trans- In 

- - ventory of Assets 
fer his expense items at the end of Real Es 
each month in a condensed form. ate por hee 
This will vivify how he is husband- War Savings Stamps, 60 @ 4.20.. 
ing his income and certainly give Household Furniture 
him food for thought. 

A sample account, The Investor’s 
Budget, is submitted herewith for 
guidance in making up a similar 
table for one’s individual use. The 
items in this account are such as 
are incurred by the average man of Inventory of Assets 
today, and the comparison feature Cash in Bank 
enables him to regularly study the 10ans to Friends 
inroads of the “High Cost of Liv- 
ing” and judge with what skill he is 
combatting same. 

Continuing this valuable system, a 
graph is submitted of Income and 
Expense, showing the surplus field. This graph is exceedingly im- 
portant, for it very clearly portrays the surplus field, the field to be created 
between income and expenses. The graph submitted is representative of 
average income and expenses, and is about the way the beginner’s graph 
looks when he first introduces himself to it. To his surprise, he learns that 
the establishment of the field between income and expenses is a difficult and 
evasive thing to manage. He realizes a struggle is going on between the 
income line and the expense line, yet persevere, and the field will gradually 
grow more distinct, the expense line will “stay put.” 

The pleasure and fascination of the scheme is just now beginning to be 
felt. Your income has slightly increased, and exceeded your expenses some 
months, the reinvested funds are yielding something and you are gaining 
some control of the expense line, so there is nothing left to do but rigidly fol- 


low up. 
Another table, more or less supplemental, yet of great value, the Record 
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of Investments is submitted, which should also be adopted and maintained. 
This enables the investor to keep track of his dividends and anticipate his 
monthly income from same. 

Your plan, however, is not complete, without a book for keeping tab on 
your assets and liabilities, and a recapitulation showing your net worth. An 
inventory of everything you own should be taken each month, and your net 
worth figures calculated and entered in the book with your inventory. 

For your guidance a sample inventory and recapitulation is sub- 
mitted. It is well to add to such items as “Insurance” and “Taxes and 
Interest,” any disbursements for these accounts, then deduct monthly only 
one-twelfth of your total and charge same in your expense book, thereby 
liquidating these items without loading any single month with them in your 
expense book. Depreciate your automobile on the basis of three years as the 
life of the car and charge in your expense book monthly this depreciation, 
deducting from your inventory value, thereby keeping your car inventoried 
at its sound value. Household furniture should be conservatively inventoried, 
only permanent furniture being included. Omit clothing, linens and bedding, 
otherwise this item is subject to heavy depreciation. 


Carry On 

Now with your complete set of statistics established, you are ready to 
pursue your plan, but it takes patience, determination and pluck, for it is 
worthless unless rigidly followed. 

Always select securities that you believe from your study to be sound 
and the industry behind them prosperous, then diversify your investments. 
Do not place all your eggs in one basket, but purchase each security in propor- 
tion to your income and wealth. Not more than ten per cent of your accumu- 
lated wealth should be invested in one security, and not this much in very 
many. 

Stick to your study of magazines and financial papers, keep on the alert 
for attractive investments, in which invest your surplus as it accumulates, 
and if you have the patience to give the system a fair trial your reward will 
prove highly satisfactory. 


CAREFUL INVESTOR SAYS— 


Don’t let the statement that a bond is 
callable at a certain price much above the 
market price be a great influence in buy- 
ing. The reference to this situation reads 
well, but is very often an absolutely neg- 
ligible factor as the bonds may never be 
called at the price. 

A railroad whose junior securities are 
selling at enormous discounts is in poor 
credit. Poor credit means difficulty in 


meeting maturities when the money mar- 
ket is bad. An investor should always keep 
this in mind, for a money squeeze may 
mean receivership and all the consequent 
ills and probable losses. 


The more diversified the traffic of a 
railroad, the more stable is the company’s 
business likely to be, and therefore 
the stronger the support under the com- 
pany’s securities. 





LIBERTY BOND DEPARTMENT 


Why You Should Hold Your 
Liberty Bonds 


What Patriotism Requires—Rise in Price Reasonably to 
be Expected—Don’t Forget to Convert 





- By WILLIAM T. CONNORS 





OU have bought as heavily 
as you could of the several 
issues of Liberty Bonds. 
You have converted your 
4s into 4%s. You have 
probably converted your 
3%s also, unless you be- 
long to the comparatively 

small class of investors whose income 

taxes are high enough to make it an ob- 
ject for them to hold their 3%s uncon- 
verted because they are entirely tax-free 
except for estate and inheritance taxes. 
It may be some effort or require some 
sacrifice for you to hold your bonds per- 
manently. Are you going to have back- 
bone enough to do it? Let me mention 
a few of the reasons why you should. 


Remember to Convert Your 4s 

But before going further—don’t for- 
get to convert your 4s into 4%s. You 
have until Nov. 9th to do it, so your time 
is almost up. 

Conversion simply means that you get 
4% % interest instead of 4%. Your bond 
retains the same maturity. Detach the 
June 15, 1918, coupon from the First 
Liberty bonds or the May 15, 1918, cou- 
pon from the Second Liberty bonds. All 
later coupons must be left attached. Take 
or send your bonds to a Federal Reserve 
Bank, with a written request that they be 
converted. Registered bonds must be 
assigned “To the Secretary of the Treas- 
ury for conversion” on the back. Cou- 
pon bonds after conversion will be sent 
you by express, charges collect, unless 
you give written instructions otherwise. 
You can convert coupon bonds into 


Y 
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registered, but not registered into cou- 
pon. (But a_ registered bond can 
be turned into coupon form by a separate 
transaction. ) 

Then, hold your 4%s. Hold them be- 
cause it is the only honest thing to do. 
Uncle Sam appealed to you to help fur- 
nish money to fight the war. Would it 
be honest to let him have some and then 
to jerk it back again by selling your 
bonds? For that is just what it amounts 
to. 

True enough, you sell your bond to 
somebody else, not back to Uncle Sam— 
unless he should have to come to the sup- 
port of the market. But if that some- 
body else had not bought.your bond he 
would have been in a position to buy an- 
other bond of the next issue. So be hon- 
est with Uncle—hold your bond. 


Because it is Good Property 


Also, hold it because it is wonderfully 
good property, and it is all the better now 
that peace is coming in sight. The First 
4%s, which were selling at 93 a little 
while ago, have already sold at 99. That 
was a profit of almost $6.50 on every 
$100 for the buyer at 93—in addition to 
interest, and in addition to protecting the 
Goddess of Liberty—a profitable trans- 
action indeed! 

The Second 4%s have advanced from 
93.1 to 98.6, the Third from 94.7 to 99.1. 
And these advances, liberal though they 
are, are only a beginning. Look over 
the table which accompanies this article. 
It shows the prices at which Liberty 
Bonds may reasonably be expected to sell 
down to 1930. 
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Three out of the four issues have op- 
tional maturities. The First must be 
paid by 1947, but may be paid any time 
from 1932 on; the Second must be paid 
by 1942 but may be paid any time from 
1927; and the Fourth may be paid 1933, 
must be paid 1938. We cannot tell now 
whether the bonds will run to the latest 
maturity or not. That depends on how 
rich Uncle Sam feels when these first 
dates come around. So in each case I 


if at that date the bonds seem likely to be 
allowed to run to their regular maturity, 
the First 4%4s will probably sell nearly 
20 points above par—$200 on a $1,000 
bond; the Second 4%s more than 16 
points above 100; the Third 4%s at a 
premium of about 354 points (the pre- 
mium is smaller because they will be 
paid off at par only three years later) ; 
and the Fourth 4%s at 113%. 

These profits may come much more 








PROBABLE APPRECIATION OF LIBERTY 4%s 


Approximate Price on 344% Yield Basis 
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es ¢ 

1919 
1932 108 
1947 113% 
1927 105% 
1942 112 
1928 10534 
1933 108% 
1938 110% 


1920 


107% 
113% 


104% 
11154 
105% 
107% 
110 


1921 
107 


1922 
106% 
112% 
103% 
110% 
104% 103% 
106%, 106% 
109% 108% 


1923 
105% 
112 
103 
110% 


109 


Approximate Price on 3% Yield Basis 
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“ 1925 
First 4%s =, % 


Second 4%s 


have shown the prices at which Liberty 
bonds would sell if they were to be paid 
at the earliest maturity and also at the 
latest. 

Before the war our Government credit 


was on a basis of 3% or even less. No 
reason is apparent why, after the war is 
over, it should not eventually return to 
the same basis. So I have assumed, as 
a working theory, that U. S. credit— 
now on a little higher than 444% basis— 
will go first to a 3%4% basis, which might 
last perhaps until 1924, or for five years 
after peace is concluded, and that after 
that it will go to a 3% basis. 

The table shows you the prices at 
which the various bonds would sell, for 
the different maturities, on the basis 
above explained. In 1925, for example, 


1926 
107 
119% 


1927 1928 


10434 


1929 
1035 


quickly. Suppose the war ends next 
spring and U. S. credit goes to a 34% 
basis by fall. In that case the First 4%s 
would have to sell sOmewhere between 
108 and 113%, the Fourth 4%s between 
108% and 110%, and the others as 
shown in the table. 

It will pay you to study this table. It 
is the most complete showing yet pub- 
lished of the probable prices of Liberty 
Bonds after the war. 

In brief: Convert your 4s into 4%s. 
Convert $30,000 of your 3%s into 4%4s— 
they will be exempt from income sur- 
taxes until two years after the war. If 
your income is moderate, convert all 
your 3%s. Then HOLD all your “Lib- 
erties”—they are the best paying invest- 
ment you are likely to make. 
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‘What Uncle Sam Does With Your 
Liberty Bond Money 


Where the Billions Are Going—High Cost of Blasting 
the Kaiser out of France—Our Enormous 
Military Equipment 





HE cost of liberty is high 
but liberty is worth any 
cost. To help make the 
world safe for democracy 
Uncle Sam is dipping into 
his coffers to the extent of 
18 billion dollars per an- 
num—a sum so vast that the 
human mind cannot comprehend it. The 
cost of a full grown barrage in the pres- 
ent war would have financed the entire 
American Revolution while the Govern- 
ment is spending on ordnance and ord- 
nance supplies alone more than four 
times the entire cost of the Civil War. 
Our expenditures are running at the rate 
of more than $2,000,000 per hour or $555 
for every tick of the clock. A little 
study of the tremendous expenses of 
modern warfare will convince the Lib- 
erty Bond buyer that his money is not 
being wasted but that every dollar is 


necessary and is being wisely spent in 


the accomplishment of our great purpose. 
Cost of the Soldier 


In the first place to change a civilian 
into a soldier, the mere drafting, costs a 
little less than $5 per individual or nearly 
$30,000,000 for our ultimate army of 
6,000,000. Then our 16 great canton- 
ments cost $9,000,000 apiece, to say noth- 
ing of the 40 or more army posts recruit- 
ing depots, training camps, etc. It costs 
approximately $2,000 per annum for the 
upkeep of each soldier, which includes 
sustenance, equipment, pay, housing and 
transportation. The lowest private is 
paid $30 a month and a general $11,000 
a year. The yearly average for every man 
in the army is $480. The outfit for the 
man equipped for overseas costs about 
$100 and it has to be furnished twice a 
year. His fighting equipment, including 
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rifle, bayonet, cartridge belt, intrenching 
tool, gas mask, helmet, etc., etc., costs 
about $67. Cavalry is more expensive, 
the horse costing about $200 and his 
equipment and additional $100. 

That our doughboys are not overfed is 
videnced by the fact that their rations 
cost only 43c a day per person, but when 
you have to feed 6,000,000 of men the 
total is enormous. The “goulash can- 
ons” as the rolling kitchens are called, 
sell for $1,000 apiece and one is required 
for each company. 


High Cost of War’s Machinery 


Our greatest expenditures are for 
the machinery of war of which ar- 
tillery, of course, leads the list. War as 
it is conducted today is a series of blast- 
ing operations on a huge scale. The 
seven day barrage which preceded the 
attack on Messines-Wytschaete ridge in 
June, 1917, cost approximately $64,000,- 
000. The preliminary curtain of fire laid 
down on a 6 mile front for six days re- 
quired 1,250,541 shells of all sizes, cost- 
ing $43,166,000, while on the seventh 
day when the attack was made 707,834 
shells were fired costing approximately 
$20,500,000. A barrage laid-down to 
repulse a small raid may cost as much as 
half a million. 

In the Somme offensive of 1916 the 
Germans are estimated to have used $1,- 
800,000,000 of shell. 

Recent official figures reported nearly 
$13,000,000,000 appropriated for ord- 
nance (this has been greatly increased 
since), of which approximately $4,325,- 
000,000 had been obligated up to July 1 
in the form of 31,000 contracts to 
3,700 contractors, leaving an unex- 
pended balance of about $8,625,000,- 
000. The amount contracted up to July 
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1 consisted of $1,050,000,000 for artil- 
lery, $1,900,000,000 for artillery ammu- 
nition, $300,000,000 for automatic rifles, 
$100,000,000 for small arms, $340,000,- 
000 for small arms ammunition, $80,000,- 
000 for practice ammunition, $230,000,000 
for stores and supplies and $100,000,000 
for armored motor cars (tanks). 

Up to July 20 there had been produced, 
in round figures, 89,000 machine guns 
and 7,300 heavy Browning machine guns, 
12,270 Browning automatic rifles, 1,942,- 
000 rifles, 1,470,000 U. S. modified En- 
fields, and 400,600 automatic pistols and 
revolvers. 

Figures on our ultimate production of 
artillery are not available but they are of 
staggering proportions. Uncle Sam is 
preparing to blast out the Kaiser with a 
degree of efficiency formerly supposed to 
be only “made in Germany.” 

For the construction of mobile and 
heavy artillery the Ordnance Department 
has undertaken to expend more than 
$75,000,000 and $25,000,000 for carriage 
plants. Two of its great smokeless pow- 


der plants will cost more than $100,000, 
000. 


. Artillery Costs 

We started this war with little artillery 
but when it is finished we will be equipped 
second to no nation in the world. Every 
type of gun from the 37 millimeter, anti- 
tank gun, to the 10 inch field howitzers 
and huge 16 inch coast defense and naval 
guns, are being constructed. 

The “37” anti-tank cannon cost $1,500 
apiece, the 75 mm. $7,000 each, the 155 
mm. $15,000 and the 16 inch, not includ- 
ing carriage or truck $175,000. The 
others cost in proportion to size. 

Cartridges for rifles are being turned 
out by the billion. They cost the Gov- 
ernment $40 per thousand or approxi- 
mately 5c apiece. A machine gun can 
blaze away 500 shots a minute thus dissi- 
pating $25. 
mBPmeeeee eee 


Grenades totaling 60,000,000 are being 
manufactured at the rate of 2,000,000 a 
month. 

The three types, bursting, incendiary 
and gas grenades, cost 45c each. Signal 
rockets, star shells, etc., of which millions 
are used, cost $1.25 apiece. The prices 
of shells range from $1.00 apiece for the 
“37” size, to $1,000 for the 16 inch gun 
projectile. 


The War Automobile 


The war automobile, i. e. armored cars 
and tanks, are far more expensive than 
their peace brethren. Armored cars and 
“whippet” tanks cost about $10,000 each. 
The heavy tanks, those great elephants of 
battle, cost $25,000 to build. 

Another big war item is the airplane 
branch of war industry. More than half 
a billion has been appropriated and much 
more will follow. There are four types 
of planes, scouting, observation, combat 
and bombing planes. Some cost in ex- 
cess of $20,000 each. 

Then there are airplane bombs, obser- 
vation balloons, dirigibles and wireless 
equipment, 

It is impossible to go into all the de- 
tails of war expense in the short space 
allotted to this article but enough has 
been said to indicate why it is necessary 
for Uncle Sam to raise funds in six bil- 
lion lots. We have not spoken of the 
expenses of ambulances, depots and 
bases both in this country and abroad, 
amusement for our fighters, transports 
and transportation, freight ships or the 
cost of construction and upkeep of the 
navy. 

But we believe we have said enough to 
cause the reader to wonder, not what 
Uncle Sam does with all the Liberty 
Bond money, but to wonder that the total 
is sufficient to carry on the war on the 
scale that it is waged in this complex age. 


PRINTERS’ STRIKE DELAYS THIS ISSUE 
This issue is unavoidably delayed because of a widespread strike in the 
printing trades. Had it been humanly possible we would have been out on 
time but the strike involved every printing plant of importance in New York 
City. It is hoped that the settlement attained will preclude a repetition of 


such disturbances.—Editor. 
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How to Take Care of Your Liberty Bonds 


Keeping Them Safely—Registration—Collecting Coupons 
—Borrowing on and Selling for Cash 





Where there was one owner of 
bonds two years ago there are one 
hundred now. Seventy-five million 
people in this country had never seen 
a bond before the Liberty issues came 
out. The vast majority of people in 
this country had a vague idea of the 
nature of a bond. They knew the sav- 
ings bank, but had a notion that bonds 
were for the rich. 

It wae true of course, that the great- 
er part of the issues of bonds by cor- 
porations were in $1000 lots although 
it has been possible for some years to 
get small bonds. Even before the 
Liberty came upon the scene there 
were at least a hundred issues that 
could be obtained in one hundred dol- 
lar denominations. 

In the following information it is 
the intention to give some practical 
suggestions to meet the needs of the 
small investor, that is, the individual 
whose investment experience has been 
limited to savings banks. The idea 
is to tell him just what to do with 
his bond after he has got it and how 
to handle it to the best advantage, and 
to prevent him from being imposed on 
by the ignorant or the unscrupulous. 


How to Keep it Safely 

If the owner has a safe deposit box, 
the smallest of which costs about $5 
per year, that is the place to put his 
Liberty Bond. box of this kind will 
receive a greaf# many bonds, so that, 
as a suggestion, it would be quite 
feasible for groups of small bond own- 
ers to rent such a safe jointly under 
the proper safeguard for their mutual 
protection. 

Without this convenience and safe- 
guard, it is quite possible to get ac- 
commodation in one of the local banks. 
A movement is spreading throughout 
the country, fostered by the Govern- 
ment, to take care of the small in- 
vestor’s bond. A great many banks 
have volunteered to do it already. Gen- 


erally speaking, the safeguarding of 
the bond is a matter of local accom- 
modation. Yet it would be quite pos- 
sible to send the bond away to some 
such safe depository where there is no 
local institution that can take care of it. 

Above all things, do not hide the 
bond under the carpet or lay it away 
carelessly or carry it about in your 
pocket, especially if it is a coupon bond. 
The dangers from hiding or carrying 
it are so plain that they need not be 


mentioned. 
Registry 

Carrying a coupon bond about in 
one’s pocket invites total loss, if it 
should get away from the owner. Any 
holder of a coupon Liberty Bond can 
dispose of it almost as easily as he can 
of a bank note, although, in the case of 
a big bond, the bank or broker to 
whom he takes it will generally re- 
quire some evidence of ownership be- 
fore accepting it for sale. 

The absolute safeguard against loss 
is registry. This means that the name 
of the owner, the number of the bond 
and other details are written in books 
of the Government, and the bond can- 
not be sold unless the proper signa- 
tures accompany it and the broker to 
whom it is presented is convinced of 
its proper ownership. Furthermore, 
the interest is paid by Government 
check, whereas with the coupon bonds 
the coupons are clipped and cashed 
like a check as they come due. 

How and When to Collect Coupons 

The proper procedure in collecting 
coupons is to take them to the nearest 
bank, or trust company which will give 
cash for them and collect the stated 
amount from the Government. The 
interest date is different on the bonds 
of different issues. It is imperative that 
the utmost care be exercised in hand- 
ling* these coupons, as they are to all 
intents and purposes equivalent to 
cash, 
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How to Determine the Bond’s Value 

It has been told a thousand times 
that Liberty Bonds are the ideal in- 
vestment for safety. While they are 
bought at par, that is, $100 being paid 
for a $100 bond, it is quite likely that 
the bonds will show at a little lower 
quotation in the open market. With 
twenty-five million people owning Li- 
berty Bonds, some of them are sure to 
want or need to sell some part of their 
holdings. They are willing to sell in 
the open market a little below the pur- 
chase price, with the result that Li- 
berty Bonds are sometimes quoted on 
the Stock Exchange a little below par. 
In no sense does a quotation under 
100 mean that the value or security of 
the bonds is lowered. 

All securities fluctuate in market 
price; it would be asking too much 
of any bond, however good it is, never 
to fluctuate in price. Consequently we 
see Liberty Bonds at different prices 
on different days, but never much be- 
low their original price. 

In the bond market quotations of 
the daily papers the owner of Liberty 
Bonds will find the current market 
price. If the bonds are selling at par, 
the quotations will read 100. If $1,000 
bonds sell at, say $15 off that price, 


the quotation will be $98.50 which. 


means that you can buy a $1,000 bond 
for 


How to Sell—Commissions, Etc. 

There is an open market for all Li- 
berty Bonds and the price may be 
learned instantly by consulting the 
daily papers. There is, therefore, no 
reason why the bond holder should be 
imposed upon. To safeguard against 
any imposition, take the bond to the 
local bank, or trust company, or other 
equally reputable financial institution, 
and have it put the bond through for 
sale. The charge for this service is 
generally a few cents at the financial 
center where the bond is sold. Some 
patriotic firms have advertised to buy 
and sell bonds without charge. * 

If it is desired to put the transaction 
through directly, then send the bond 


under registered mail to a house which 
is a member of the New York Stock 
Exchange. It is preferable, however, 
to give it to your local bank for dis- 
position. 


Don’t Trade it for Other Bonds or 
Stocks 


Wide campaigns have been launched 
to get the holders of Liberty Bonds 
to exchange them for stocks of one 
kind or another. Under no circum- 
stances make this transaction. The 
bonds are the highest and safest se- 
curities; the stocks are generally just 
the opposite when offered by pro- 
moters. You exchange the greatest 
safety for the greatest risk as a rule. 
No more need be said on this point. 
The Government is now using certain 
means to stop this nefarious business. 


Avoid Giving the Bonds in Trade 


An unfortunate practice that should 
be stopped is the trading of the Liber- 
ty Bonds for merchandise. The owners 
of the bonds generally lose much by 
this process. The fact that the bonds 
are taken at par in exchange for mer- 
chandise means nothing more than that 
the tradesman has figured what he can 
sell the bonds for in the open market 
and has regulated his profits accord- 
ingly. The danger of the practice is 
the temptation to make larger profits 
on the merchandise transaction than is 
justified. Furthermore, it brings into 
the market a lot of bonds that should 


really be held as permanent invest- 
ments. 


How to Borrow If Necessary 


Liberty Bonds are about the best 
collateral in the world. The holder can 
borrow on them at a low rate and they 
are acceptable to any bank or financial 
institution. Their high standing as 
collateral makes it possible to get an 
advance at any bank up to about 90 
per cent of the face value of the bond. 
It is always better to borrow in case 
of need than to sell the bonds. Selling 
them disturbs the market. They should 
be kept as an investment. 
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| Liberty | Bond Dictionary 


Credit—The deferring of a payment. 
Since payments of every sort are constant- 
ly being deferred, a large volume of credit 
is always outstanding. A bank check rep- 
resents the transfer of credit. A bank de- 
posit is a credit on the bank’s books, which 
may be withdrawn in the form of cash when 
desired. (Savings banks, however, usually 
retain the right to require 60 days notice 
of large withdrawals of cash.) Credit may, 
or may not, be represented by a promissory 
note. The “money market” is really a 
market for a bank credit. The commercial 
paper market is a market for commercial 
credits in note form, 

Date of Issue—The date when a bond or 
note begins to run and interest begins to accrue, 
as shown on its face. Illegal if Sunday. 


Denomination—The par value of a bond. 
Bonds are usually issued in $1,000 and $10,- 
000 denominations, often in $500 and $100. 
Liberty bond denominations range from 
$50 to $100,000. 

Discount—The per cent. by which a se- 
curity sells below par value. A $100 Lib- 
erty bond selling at $95 is at a discount of 
5%. A note is discounted when the interest 
to maturity is deducted, leaving the pres- 
ent worth of the note. The stock market 
“discounts” a future event when the event 
has had its effect on prices beforehand, 
having been reduced, as we might say, to its 
present worth. 

Exempt from Taxation—Any bond may 
be wholly or partly exempt from taxation, 
but this fact does not show in the bond 
itself. The owner must inform himself in 
regard to taxes. 


(Continued from Sept. 28th Issue) 


Face Value—The value of a bond or note 
as given on its face, as distinguished from 
market value or the price at which it hap- 
pens to be selling at any time. For a bond 
same as par value. 


First, Second, etc.—In the name of a 
Liberty Bond these designate the order in 
which the issues were offered. In the name 
of a mortgage bond, they refer to the pri- 
ority of the mortgage in its application upon 
the company’s property. 

Fluctuation—Change in price. Usually 
refers to minor or temporary changes. 
Liberty Bonds fluctuate in “steps” of 2 
cents per $100, other bonds 12% cents. 

Gilt Edged—Very high grade. Liberty 
Bonds are gilt edged par excellence. 

Good Delivery—A bond or stock -cer- 
tificate which is good in the hands of any 
bearer and can therefore be delivered on the 
Stock Exchange without formalities. 

G.T.C.—Good until countermanded or 
executed. Used in giving orders to buy or 
sell. “Open” means the same thing but is 
not so generally used. 

Guaranteed—Any security issued by one 
company may be guaranteed by another 
company, as to either principal or interest 
or both. Slightly different from “assumed,” 
which means that the bond is taken over 
and becomes the bond of the assuming 
company. “Guaranteed” is sometimes loos - 
ly used to mean “secured,” as “Liberty 
Bonds are guaranteed by America’s $250,- 
000,000,000 of wealth.” A guaranty may or 
may not appear on the face of the security, 
or may be by indorsement. 

(To be continued) 
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TAX EXEMPTION OF LIBERTY BONDS 
An Error Corrected and a Doubtful Point Elucidated 





Owing to the omission of a para- 
graph on page 946 of our Sept. 28th 
issue, we appeared to say that the total 
exemption of Liberty Bonds possible un- 
der the law authorizing the Fourth Loan 


is $80,000 par value. This was meant, 
of course, to apply only to the 4s and 
414s. As stated in the law as quoted in 
that article, there is an additional exemp- 
tion on $30,000 par value of First 3%s, 
not previously converted, if now con- 
verted into the Fourth 4%s. 

Our correspondence indicates that 
many investors have been confused in 
regard to this $30,000 3%4s. This clause 
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of the law has no connection with previ- 
ous paragraphs. It has nothing to do 
with the exemption of $45,000 (in ad- 
dition to a previously authorized ex- 
emption of $5,000) of the 4s and 4s, 
which is made dependent upon an orig- 
inal subscription of $30,000 to the Fourth 
Loan. The additional clause in regard 
to conversion of 3%4s into new 4%s 
simply says that any owner of the 31s 
can convert $30,000 or less of them into 
Fourth 4%s and the latter will be ex- 
empt from income taxes, excess profits 
and war taxes now or hereafter imposed, 
until two years after the termination of 
the war with Germany. 
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MONEY-BANKING-BUSINESS 
Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





Steel After 
the War 
There are two distinct schools in the 
country on the question as to what will 
happen to the steel industry after the 
war. One is of the opinion that the re- 
construction demand will compensate for 
the decline in war demand while the 
other party is equally as convinced that 
the industry must undergo a violent con- 
traction and readjustment. 
Speaking on the matter the Iron Age 
said recently: 
What would come to the steel industry 





Omaha Bee 
GERMAN EFFICIENCY CHART 





from a sudden ending of the war has been 
a large factor in the trade comment of the 
week, yet not a disturbing one. Generally 
the view is taken that apart from shell steel 
in which an early peace would cause some 
cancellation the materials now most in_de- 
mand would not show great falling off. Gov- 


ernment shipbuilding would go on, and rail- 
road equipment contracts would keep many 
mills busy for months. 

Under cancellation clauses, Government 
munitions contracts could be cut down and 
the manufacturers reimbursed; yet it is 
pointed out that in a good many cases man- 
ufacturers may plan extension for war work 
without any guarantee of reimbursement. 
In any event, compensating payments by 
the Government would not keep workers 
employed, and it is conceded that in some 
lines an early peace would cause unsettle- 
ment and a process of readjustment. 

With the whole metal working industry 
now largely serving the Government, the 
bid for peace has had no effect on produc- 
tion, though undeniably it has caused many 
manufacturers to think more sharply con- 
cerning plans for the transition period. 

The existence of Government price fixing 
machinery is counted on to stabilize the 
market when war demand falls off; but there 
has been some evidence this week, particu- 
larly in pig iron and in old material, that 
buyers recognize the entrance of new pos- 
sibilities into the situation. 


The Wall Street Journal says: 


Well defined intimations have been re- 
ceived from Washington that the Govern- 
ment will continue its supervision over the 
steel industry for some time after peace. 
Or rather the Government will cooperate 
with steel manufacturers with the object of 
regulating steel prices, wages, etc., in order 
that a readjustment downward can be ac- 
complished with. the least possible dis- 
turbance. 

One of the reasons for the weakness of 
the Steel shares has been the belief that a 
drastic readjustment in wage and steel 
prices was bound to adversely affect the 
steel industry after the close of the war. 
A gradual readjustment, with Government 
cooperation, it is held, would be stabilizing 
and prevent demoralization that would 
reach capital and labor alike. 


War Taxes Hurt 
Oil Production 


Oil producers are unanimous in the 
belief that the proposed income and ex- 
cess profits taxes will seriously affect oil 
production by destroying the incentive 
to prospect for new oil sources of sup- 
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ply. E. L. Doheny and others prominent 
in the trade have expressed themselves 
vigorously on this point. It would be 
perhaps but natural to discount some- 
what the remarks of those whose per- 
sonal interest is concerned but when an 
individual like Thomas F. Logan writing 
for the Leslie’s Weekly Bureau at Wash- 
ington makes the following observations, 
one must accept them at 100% face 
value : 


No war tax should weaken the war 
strength of the nation. That is a truism 
that needs only to be heard to be accepted. 
It should constantly be borne in mind by 
the framers of our tax law. That this has 
not been true in regard to all of our war 
levies is due to a multiplicity of reasons, 
some of them political and others originat- 
ing in the confusing complexity that sur- 
rounds all efforts to deal with incomes. 
The most illuminating case of the disregard 
of this sound fundamental of taxation is 
found in the application of income and ex- 
cess profits taxes to the oil industry. The 
Ways and Means Committee was guilty of 
a most harmful confusion of invested capi- 
tal with the income of the oil concerns. It 
completely ignored the fact that oil wells 
drilled at great cost are frequently ex- 
hausted at the end of two or three years. 
Representative Huddleston gave this illus- 
tration of the — working of the tax 
proposed by the Ways and Means Com- 
mittee: An oil well is drilled at a cost of 
$50,000. During the first year it produces 
$25,000 in oil. During the second year it 
produces $5,000, and the next year becomes 
dry. The producer or investor is allowed to 
deduct from his gross earnings only $4,- 
166.67, leaving a taxable earning of $20,- 
833.33 for the first year. The so-called 
earning is really a part of his capital re- 
turned to him and the actual earnings can 
otten his capital 
back. il that period has been reached, 
the tax is really laid upon his capital, not 
upon his income. Men familiar with the oil 
industry declare that adoption of the new 
tax law without clarification of the income 
tax provision in this respect, will sound the 
death knell to prospecting and investment 
in new sources of oil supply—a bad thing 
to happen in war time. 


Sinclair Optimistic 
on Oil Outlook 

That the petroleum need of American 
industry and commerce will increase 
even more rapidly after the war is empha- 
sized by H. F. Sinclair, President of 
Sinclair Oil & Refining Co., in the Oct- 
ober number of Sinclair’s Magazine. 


not begin until he has 
Tint 





“The nation will be seriously handicapped 
unless domestic production of ne a 
can be supplemented by production outside 
of our own borders,” Mr. Sinclair says. 
“This fact is apparent to all those engaged 
in the industry but is probably not known 
and consequently not appreciated by the 
public at large. We are building a tremen- 
dous fleet for the carrying of ocean freights. 
The American sense of justice will not 
tolerate the use of that fleet for selfish and 
unwarranted aggrandisement after the war. 
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At the same time, American virility will not 
tolerate surrendering to foreigners directly 
or indirectly the legitimate advantages of 
our great merchant marine. 

“The United States, true to its traditions, 
has extended to foreign companies the right 
to develop and operate oil deposits within 
the United States on the same basis as 
American companies. In order better to 
serve the domestic and war needs of the 
country, the American oil industry has vir- 
tually waived its commercial export busi- 
ness during the period of the war. This is 
not true of foreign competitive interests 
engaged in the oil business. Their efforts 
have been to preserve and extend their for- 
= business for the period after the war. 

hen the facts are disclosed, the public will 
understand that the oil industry is peculiarly 
American and that its aim is to serve the 
public. Prompt ,honest and efficient service 
is the very foundation upon which American 
oil men are building in anticipation of the 
greater oil industry of tomorrow.” 
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$38,000,000,000 War 
Bill Next Year 


With the last Liberty Loan just com- 
pleted it seems almost like throwing cold 
water in one’s face to announce that next 
year’s war bill will total in the neighbor- 
hood of $38,000,000,000. But that is 
what the Washington despatches say and 
although the total is enormous it is noth- 
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ing more than we can afford to accom- 
plish the greatest project in the history 
of the world. 


General Peyton C. March, Chief of Staff, 
recently submitted to the Sopreguaisese 
Committee estimates amounting to $7,347,- 
000,000. The Navy Department subsequent- 
ly submitted an estimate for $125,000,000, 
which is in addition to the annual appropria- 
tions measure. The war emergency measure 
has been recently increased by requests 
from the Emergency Fleet Corporation, 
which asks for a Sci 00 sgenepenee 
amounting to nearly The 
Appropriations Fc ne is vee y to grant 
an appropriation of $454,000,000 to the 
Emergencv Fleet Corporation for new ships 
and $34,000 000,000 for additional shipyard 
facilities. It is proposed by the Emergency 
Fleet Corporation to expend $210,000,000 for 
steel vessels and $244,000,000 for wooden 
—_ No money is asked for concrete ves- 

s. 


When Congress shall have passed this 
Deficiency War Appropriation bill, prob- 
ably before the November election, it will 
have placed its seal of approval upon the 
expenditures of about $38,000,000,000 in the 
fiscal year of 1919. The appropriations and 
authorizations already made amount to - 
791,241,773.67, which, with the bill still in 
committee, will make the total war expendi- 
tures for the year 1919 close to $38,000,- 


Insurance Company 
Investment Rules 
Investing and watching the invest- 

ments when made of $750,000,000 is no 
small task but that is the job of Fred- 
erick H. Ecker of the Metropolitan Life 
Insurance Company. To a representative 
of The World's Work Mr. Ecker told 
some of the principles which guided him 
in making investments and we quote from 
the article as follows: 


His advice to individuals can be summed 
up in these rules: 

(1) Buy Government Bonds. 

(2) Select only investments that fit you. 

(3) Take as good advice in regard to your 
investments as you~ do in other business 
matters. 

(4) Diversify your holdings to spread the 
risk. 

“Most men make money in one line of 
business and lose money in another. They 
are wont to advise wisely on the business 
matters with which they are familiar, but 
fall into the error of acting upon their own 
judgment in matters of which they have no 
knowledge or experience. You may safely 
conclude that the man who said, ‘Put all 
your eggs in one basket and watch the 
basket,’ knew all about some one business 
and was so situated that he could capably 
perform his observation of that business. 

“It is not only wisé to spread the risk in 
making investments but eternal vigilance is 
the price of safety. This is the practice fol- 
lowed by corporations. Their investments 
are made upon tried and established rules 
of selection, but then they are not for- 
gotten; the enterprises continue to be ob- 
served carefully. 

“The most prolific source of losses, how- 
ever, speaking from experience and observa- 
tion, flows from investments made at the 
solicitation of friends. 

“As it takes a long time to recover 
through interest a loss of principal, even 
when the interest is above the safe yield 
rate, the beginner should seek safety first, 
and carefully extend his holdings into the 
different fields. As experience is extended, 
some speculative investments may not be 
out of place in conservative proportions to 
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the total holdings; but investment should 
not be confused with speculation, and only 
the individual can determine from his own 
ae the risk he can afford to 
take.” 


Five Billions Invested 
In Automobiles 


When the investor stops to realize that 
upwards of $5,000,000,000 is invested 
in automobiles, the size of the Fourth 
Liberty Loan hardly seems dispropor- 
tionate. A canvas of automobile regis- 
trations throughout the country con- 
ducted by the Boston News Bureau re- 
veals the following facts: 


By the opening of 1919 there should be 
6,300,000 automobiles, passenger and com- 
mercial, officially listed in the United States, 
representing a valuation of not less than 
$5,000,000,000. These registrations will 
compare with aggregates of 5,092,683 and 
3,588,603, respectively, at the start of 1918 
and 1917. At the end of the current 12 
months, according to official predictions, 
the number of registered automobiles will 
have expanded 24 per cent during this year 
and 76 per cent since January 1, 1917. A 
wide disparity exists in the per capita own- 
ership throughout the various states. Every 
seventh person in Nebraska owns a car. In 
Iowa the ratio is 7.6, in California 7.8, in 
Kansas 8.6, and in others in the farming 
regions show low rates. Measured by the 
population of a year ago there is an auto- 
mobile for every 24 persons in Massachu- 
setts and one for every 21 in New York. 

The middle west will support 2,051,000 
cars this year, or nearly one-third of the 
total United States registration. The West 
has more than doubled its motor ownership 
since 1916. The motor has supplanted the 
horse on the farm. It is estimated that 
farmers alone own over 2,000,000 auto- 
mobiles. 


Leiter Sees 
Wheat Shortage 


No one, since the death of Philip D. 
Armour, is better qualified to talk on the 
subject of wheat than Joseph D. Leiter, 
formerly the uncrowned and later de- 
posed king of the Chicago Wheat Pit. Mr. 
Leiter regards with little enthusiasm the 
prospects for next year’s crop. In an 
interview obtained by Mr. Richard Barry 
of the New York Times Mr. Leiter is 
reported to have said: 

“It is too early,” he said, “to forecast ap- 
proximately the next crop, but one thing is 
sure, the farmers throughout the Middle 
West and the Far West are sore. If they 


are planting wheat they are not specially 
anxious to do it, and in many cases they 
cannot afford to do it. 

“The country has been deceived this year 
by a very large production of wheat. It is 
generally assumed that wheat growing is 
attractive and that wheat farmers have been 
generally satisfied, merely because the total 
output has been so satisfactorily large. But 
the two chief conditions that account for 
this may not be duplicated next year. The 
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first of these conditions I have already ex- 
plained, the general ignorance of farmers 
about the effect of the fixing of the price of 
wheat on the price of other cereals, to- 
gether with a very slo\. realization of the 
discrimination against them. They are not 
going to be so ignorant the coming season. 

“The second condition is rainfall. The 
last two years we have been mighty lucky 
with phenomenal rainfalls. Wheat has been 
grown in districts which never before grew 
any wheat at all. 

“I do not expect to plant any less wheat 
myself, because I feel it is the patriotic duty 
of every man who can afford to do it to 
obey the behest of the Government and 
supply all the wheat he possibly can. But 
you cannot blame the farmer, who is work- 
ing on a mighty narrow margin of profit, a 
margin that means the difference between 
living on his place through another Winter 
and turning it over to the holder of the 
mortgage, if he plants something else than 
r ¢ as found out for sure by 
his experience this year that there is no 
money in it, while he may make a little 
money in planting something else.” 
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N what seems like a wild scram- 

ble to get out of the war stocks 
and into the peace stocks, do not 
: lose sight of the fact that your 
chief object should be the safe invest- 
ment of your money for present and fu- 
ture income. Therefore, if you have any 
money left after buying Liberty Bonds, 
you should not overlook the present op- 
portunities in preferred shares of sound 
railway and industrial companies. 

I mention this now because the oppor- 
tunity is likely to grow less with each 
day that passes before peace is realized, 
and because I do not wish any of our sub- 
scribers to look back and say, “Why 
didn’t you tell me about that at the 
time ?” 

About four years ago I remember 
writing an article for this magazine in 
which I called attention to the preferred 
stock of General Motors, then selling 
around 70 and paying 7%. This stock 
was then, in the minds of investors, an 
unseasoned preferred issue or it would 
not have sold at a figure which netted 
10% on the investment. I assumed at 
the time that this issue would, with each 
succeeding year, overcome the handicap 
of its youth, and eventually sell at par. 
If this were to happen in three years, 
there would be an increase in principal 
amounting to 10% per annum in addi- 
tion to the 10% yielded by its dividends. 
Twenty per cent. per annum was well 
worth going after. ; 

This is what happened: In 1916 Gen- 
eral Motors common soared to $850 per 
share, and the preferred rose to 136. It 
is perfectly reasonable therefore to be- 
lieve that those who bought at 70 could 
have realized par. 

The new General Motors Corporation 
of Delaware has since succeeded the 
New Jersey corporation, and we now ob- 
serve that the preferred stock of the Del- 
aware Co. is selling at 76. A similar op- 
portunity is therefore presented. Gen- 
eral Motors pfd., being 6% cumulative, 
nets 7.9%. Earnings of the company are 
such as to assure permanency of divi- 
dends. In the course of time this issue, 
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which only last year sold at 93, should 
return to a level around or above par, 
for when the Government stops selling 
bonds, sound industrial preferred stocks 
will sell on a basis of from 5% to 6% net 
return. 

In the case of the best class of pre- 
ferred rails, the yield will eventually be 
less. Take Atchison 5% pfd. as an ex- 
ample: It has sold above par every year 
from 1901 to 1917, and has, during that 
period, sold as high as 10634 and 108, 
at which figures it yielded only about 
44%. 

It is time to buy these sound preferred 
rails and industrials because the war 
should end within a year, perhaps within 
sixty days, and I Feel safe in saying, 
therefore, that a stock like Atchison pfd. 
will, within two years from peace day, 
advance to $100 per share because in- 
vestors will be glad to get 5% on their 
money in such a safe medium. An ad- 
vance of 15% means 7%% a year. 
This, added to the 5.9%, the present 
return on the stock, means 13.4% on 
your money. 

There are other instances in which a 
larger increase in principal can be se- 
cured. One has only to glance over the 
list of preferred issues herewith to ob- 
serve them. But this increase in princi- 
pal is not the main object of this “talk.” 
While everyone likes to see his property 
enhance in value, the particular advan- 
tage I want to mention here is the prob- 
able permanency of the dividends on 
these stocks which are selected and 
shown in the table and the consequent 
continuation of the high yield. These 
preferred securities are selling at present 
prices because, as previously pointed out, 
the competition of Government bonds 
has. affected all prices and all yields of 
securities which may be regarded from 
an investment standpoint. This competi- 
tion will shortly disappear, and will be 
discounted by investors who will rapidly 
absorb these bargains. 

Billions of dollars worth of Liberty 
Bonds should, within the next year or 
two, be sold in the open market at a sub- 
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stantial profit, and this money in greater 
part will be re-invested in securities of 
one form or another. As Liberty Bonds 
advance in market price and as their 
dates of maturity are reached, they will 
be paid off by Uncle Sam and absorbed 
more and mort by institutions, estates 
and trusts which are required to invest 
their money in certain classes of securi- 
ties and consequently expect a com- 
paratively low interest return. The 
great American public will turn over 
its money at a profit and regret that 
it did not buy more Government bonds 


Bonds at par and sold them at 107 or 110 
be hungry for other securities which will 
afford a safe investment for his money 
with possibilities of additional profits? 
He will. And that is why, when the 
war clears away, we shall witness a tre- 
mendous demand for sound securities. 

The approach of peace is already being 
heralded by the security markets. Many 
important changes in the price of invest- 
ment bonds and stocks have already oc- 
curred—many more will follow—and 
gradually the investment market will get 
back to the plane it occupied when money 


SELECTED PREFERRED INDUSTRIALS 


Price High 
Oct.15 Since 1911 


Allis Chalmers pfd. 

American Agricultural Chemical pfd.. 
American Cotton Oil pfd 

American Locomotive pf 100 
American Smelting & Refining pfd.... 105 
American Tobacco pfd. 95 
Bethlehem Steel 8% pfd. conv. priv... 
Central Leather pfd. 

Continental Can ’ 


Corn Products 
Cuba Cane Sugar pfd. 

Federal Mining & Smelting pfd. 
General Motors pfd. 

Goodrich pfd. 

S. S. Kresge pfd. 

Maxwell Motors Ist pfd. scrip div... .. 


d pfd. 
U. S. Industrial Alcohol pfd. 
U. S. Steel pfd. 
Railway Steel Springs pfd. 
Republic Iron & Steel pfd. 
Westinghouse Electric pfd. (par $50) . 
Willys Overland pfd. 
Va-Car Chem. pfd. 


Dividends Yield 
92 7% (S%inarrears) 8.7 
104% 6% cum. 6.5 
105% 6% non cum. 
122 7% cum. 
118% 7% cum. 
6% cum. 
8% cum. 
7% cum. 
7% cum, 
7% cum. 
7% cum. 
7% cum. 
6% cum. 
7% cum. 
7% cum, 
7% cum. 


7.3 
7.0 
6.7 


*After 7% on common, preferred and common share equally. 


when they could be had at par and 
less. 

I had luncheon recently with a promi- 
nent member of the Liberty Loan Com- 
mittee and he emphasized the change in 
the investment procedure and habit that 
would result from the Liberty Bond ob- 
ject lesson which has been given the 
American people. He predicted an in- 
vestment market after the war that 
would outstrip anything we have pre- 
viously seen. 

Will the man who has bought Liberty 


was a drug at 3% and sound investments 
were yielding 4% to 5%. Therefore, 
buy if you can some of this class of 
stocks while their prices are low. 


* * * 


Why Sound Preferred Stocks Are 
Better Than Some Classes of Bonds 
Every bond, being a promise-to-pay, 
must have a date on which the payment 
will be made. This is known as the ma- 
turity date and is represented by the 





30 THE MAGAZINE OF WALL STREET 





1933, 1956 or other date on the face and 
in the text imprinted on each bond. 

Preferred stocks being certificates of 
preferential ownership in corporations 
and therefore representative of partner- 
ship therein, have no promise-to-pay so 
far as the principal is concerned. There- 
fore, they never become due, and unless 
they are redeemable as per a clause dis- 
tinctly imprinted upon the face of the 
certificates, or unless they are converti- 
ble or subject to an option, they are likely 
to run along and pay their dividends in- 
definitely. 

The options, convertible features, etc., 
are often made much of when the securi- 
ties are originally marketed, but these are 
seldom exercised unless a definite sink- 
ing fund is provided for under which, as 


yield that will not be interrupted by a 
maturity date somewhere down the line. 

If you buy Southern Railway pfd. at 
70, at which it yields 7.1%, you will, in 
all probability, if you hold the stock at 
that time, be receiving your same 7.1% 
in 1928, 1948 and 1978, because during 
the intervening years the country through 
which the Southern Railway runs will 
develop just as the other parts of the 
country have done, though perhaps not 
to the same degree, and add certainty 
to your income, and put value behind 
your principal. 

The same is true of an industrial pre- 
ferred stock that has passed into the 
sound investment class. Consider the 
case of Republic Iron & Steel pfd. This 
company was formed in the great con- 








SELECTED PREFERRED RAILS 


Price 
Oct.15 Since 1911 


Atchison pfd. 
Baltimore & Ohio pfd 58 
Chicago, Rock Island & Pacific 7% pfd. = 


Colorado & Southern Ist pfd 
Kansas City Southern pfd. 
Norfolk & Western pfd 
Reading ist pfd. (par $50) 
Reading 2nd pfd. (par $50) 
Southern Railway pfd. 
Union Pacific pfd. 


in the case of Woolworth pfd., a certain 
amount of this issue must be retired each 
year. There are times, however, when 
the retirement of a preferred stock is 
necessary. This happened in the trou- 
blous days following the Northern Pa- 
cific panic, when E. H. Harriman’s at- 
tempt to wrest control from the Morgan 
interests was frustrated by the retirement 
of ‘Northern Pacific pfd. at par. But 
these instances are comparatively rare. 
The majority of preferred issues, unless 
they are convertible, are seldom dis- 
turbed and when earning power and as- 
sets have been built up behind them, they 
go right along paying their dividends, 
decade after decade. 

We must therefore remember that in 
buying a preferred stock that is thor- 
oughly established and well fortified as to 
assets and earning power, we are buying 
something that will give a permanent 


High 

Dividends 

5% non cum. 
4% non cum. 
7% cum. to 5% 
4% non cum. 
4% non cum. 
4% non cum. 
4% non cum. 
4% non cum. 
5% non cum. 
4% non cum. 


105% 
91 
84% 
86 
6934 
92 
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solidation days of 1899 to 1901. At 
that time its plants were those which 
were not regarded as suitable for any of 
the other better grade of consolidations 
which were then being effected, and the 
common stock was all water. Dividends 
on this preferred issue have been de- 
cidedly irregular. The company would 
run behind for a year or two, then in a 
period of good business pay off the back 
dividends which had accumulated. This 
operation has been repeated several times 
during the past twenty years, but the 
company has now arrived at a point 
where the 7% should continue uninter- 
ruptedly. This is because values behind 
the common stock have been built up to 
where there is approximately $115 per 
share in money put back into the prop- 
erty and provided for working capital, 
against the all-water situation of 1901. 
Republic Iron & Steel pfd. has there- 
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fore reached a point where its 7% divi- 
dens appear to be assured and it is there- 
fore a safe investment at par, where it 
now stands. I méntion this stock not 
because it is better than any of the others 
in the list, but its growth and develop- 
ment are typical of what has happened 
and what will happen to other issues 
which are mentioned. A number of 
other features might be named in con- 
nection with some of these preferred 
stocks, among which are the following: 

Allis Chalmers, pfd., selling at 80%, 
is 544% in arrears on its preferred divi- 
dend, but the business of this company 
has improved so substantially that there 
is little question as to the company’s 
ability to clear this off at an early date. 
Should this be done, the net cost at pres- 
ent would be 75, and the yield at that 
figure would be 9.3%. 

Bethlehem Steel 8% pfd. has a privi- 
lege which enables the holder to convert 
it in Bethlehem B. at 115. This privilege 
may become valuable, but it does not 
seem likely in the immediate future. 

Federal Mining & Smelting pfd., net- 
ting over 18%, at a price of 38%, is 
934% in arrears on its preferred divi- 
dends, and as explained in a recent ar- 
ticle in this magazine, there is strong 
likelihood that these arrears will be 
taken care of. This issue is by no means 
high grade, the price indicating that it is 
semi-speculative in fact, but the import- 


ant change for the better in this com- 
pany’s affairs stamps it as the cheapest 
7% dividend paying stock on the list. 

Maxwell Motors Ist pfd., although it 
has advanced considerably since our In- 
vestment Letter of September 28th called 
attention to its advantages, is paying its 
dividend in scrip. This in turn is inter- 
est-bearing, and has fwo years to run. 
The scrip is traded in over the counter, 
and is selling around 90, but there is 
every likelihood that this scrip will be 
paid off at par when due. Regular cash 
dividends should also be resumed during 
the next year or two. Tangible assets 
behind this issue amount to $139 per 
share. 

The prices and yields shown in the 
table indicate the rating which these se- 
curities have in the minds of investors. 
We do not claim that all are gilt-edged. 
Some are not. That is why they yield 
more than those of better grade. Prac- 
tically all contain strong promise of en- 
hancement in market value. All are re- 
garded as attractive purchases at present 
prices because, as stated at the beginning 
of this “talk,” if they are bought now, 
the dividends and consequent yields 
should be continued indefinitely. Pre- 
ferred stocks have no maturity dates and 
therefore nothing but decreased earning 
power and an occasional redemption or 
convertible clause, stands in the way of 
permanent income at a high rate. 








MARKET STATISTICS 


Dow-Jones Avgs. 
40 Bonds 20 Inds. 20 Rails 


84.35 
84.30 
83.36 
84.15 
84.83 


86.35 
86.21 
86.63 
88.27 
89.07 
88.88 
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Breadth 
50 stocks (No. 

High Low Total Sales Issues) 
73.28 72.29 638,000 186 
72.88 72.32 434,600 179 
72.82 71.45 619,500 193 
85.33 72.78 71.74 637,500 201 
86.17 73.84 72.36 838,300 
COLUMBUS DAY 
87.87 75.24 73.48 
87.20 75.28 74.09 
87.28 75.81 74.51 
88.18 76.64 74.60 
89.45 78.07 75.80 
89.68 79.00 77.04 


85.39 
85.04 
85.16 


983,400 
741,700 
945,200 
1,216,100 
1,638,900 
878,500 





BONDS a» INVESTMENTS 
The A B C of Bond Buying 


How the Ordinary Investor May Judge Bond Values 





{X—Current Income Versus Yield—Effect on Bond Prices 
—Importance of Taxes 





By G. C. SELDEN 





a HAVE already explained the im- 
a1 portance of the difference be- 
geyap} tween current income from a 

=< bond and the yield of the bond 
—current income being the rate of inter- 
est on the sum invested as derived from 
the annual interest payments alone, 
while the yield takes into account also 
the gain or loss which results from the 
fact that the bond will be paid off at par 
at maturity although it may have been 
purchased considerably above or below 
par. 

The return from a bond should always 
be measured by the yield, as given in 
bond tables (or in the book of bond yield 
graphs which THe MaGazine or WALL 
STREET now has in press), and not by 
the current income; since the yield takes 
into account the natural appreciation or 
depreciation in the price of the bond as 
well as the current interest payments. 

For example, suppose a bond pays 4% 
interest but sells enough below par so 
that the yield is 7%. Theoretically, the 
price of that bond should advance just 
enough each year so that the 4% interest 
plus the rise in the price will together 
equal a 7% rate; and, practically and 
actually, the price must rise that much 
on the average from date of purchase to 
date of maturity, although in the mean- 
time it will have other fluctuations re- 
sulting from the general conditions af- 
fecting bond prices and money rates. 
Therefore the yield, on the average, 
represents the actual return to the in- 
vestor. 


Influence of Current Income Rate 


As a matter of fact, however, many 
investors are influenced by the current 


income, so that a bond paying, let us say, 
6% interest annually is preferred over 
one paying 314% even though the yield 
of the two is the same as figured from 
the bond tables. In the one case the in- 
vestor receives $60 a year immediate in- 
come from his $1,000 bond and in the 
other case only $35 a year. He prefers 
the $60, even though the eventual result 
would be the same. He feels sure of the 
$60, while he does not feel sure that, in 
any particular year, the price of the 
3%4% bond will rise enough to bring his 
$35 up to $60, and even if it should, he 
would not get the cash in hand without 
selling his bond. 

The outcome of this feeling is that, 
of bonds having the same investment 
value, those giving a high current in- 
come sell somewhat higher, and there- 
fore show a slightly lower yield, than 
bonds having a lower current income. 

I do not find that this matter has ever 
been commented on before, but it will be 
found to correspond with the experience 
of those engaged in placing bonds with 
investors, and it is also evident from a 
close examination of incomes and yields 
of different bonds. 

Take the C. B. & Q. Ill. Div. 3%s and 
4s, due in 1949, two bonds of equal in- 
vestment rank. The 4s have a higher 
current income—4.94% against 4.83%, 
at current prices—but a lower yield— 
5.24% against 5.32%. I mention these 
two bonds because they are so nearly 
identical, although the differences in both 
income and yield are trifling. 

The table herewith affords a better 
illustration. I have selected two groups 
of high grade railroad bonds, the current 
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income from the second group being 
more than one per cent higher than that 
from the first group. 

So far as I can see the average invest- 
ment standing of the second group is 
quite as good as that of the first group, 
yet their yield averages only 5.25% 
against an average yield of 5.66% for 
the first group. There can, I believe, be 
no doubt that it is the desire of investors 
to get the 6% interest coupons of the 
second group that leads them to pay 
somewhat higher prices for the bonds, 
thus making the average yield 0.41% 
lower. 

The practical bearing of this fact is 
that the investor who takes a broad view 
of results may as well leave these bonds 
which have an extra high current income 
to other investors who place exceptional 
weight on that point. The bonds having 
a low current annual income but a higher 
yield according to the bond tables are 
more to his advantage in the end. 

Or, to come at the matter from the 
opposite direction, bonds paying a low 
rate of interest are likely to be a better 
bargain than bonds paying a high rate 
of interest but showing the same yield. 
A 4% bond yielding 6% is likely, other 
things being equal, to be a better bond 
than a 6% bond yielding 6%. A 4% 
bond yielding 6% is probably entitled to 
as good an investment rating as a 6% 
bond yielding 5.75% or even less. 

The investor will of course bear in 
mind that this is only one element in 
bond values. I have discussed it rather 
fully because it has heretofore been neg- 
lected. Especially, the reluctance of 
many investors to buy bonds selling con- 
siderably above par sometimes has an in- 
fluence directly opposite to that here 
discussed. 


Effect of Taxation on Bond Values 


The state of affairs in regard to the 
taxation of bonds, considering the coun- 
try as a whole, can only be described as 
a disgraceful mess. In nearly all states 
bonds are considered as intangible per- 
sonal property and as such are subject 
to the regular personal property tax, 
which is sometimes so high that it be- 
comes an important factor. But many 
owners of bonds have a way of forget- 


ting that bonds are personal property 
when the tax assessor comes around—in 
fact, there are very few subjects in re- 
gard to which memory is more treacher- 
ous. 

It is also to be borne in mind that the 
rate per cent of the personal property 
tax in any locality, when taken alone, 
does not tell what the taxes are. The 
rate of assessment is equally important. 
In New York, assessments are supposed 
to be at “full value,” which can only 
mean market value; but in many other 
states assessments are made far below 
the market value—sometimes not more 
than one-quarter of it. 

United States bonds and those of our 
insular possessions issued before the war, 


INFLUENCE OF CURRENT INCOME 
ON BOND YIELDS 


Current Yield to 

Income Maturity 

. prior lien 3%4s... 4.01% 5.75% 
6. Iowa Div. 4s.. 4. 5.40 
So 4.68 5.89 


5.71 
5.77 
5.77 


5.66% 


5.46 
5.22 
4.79 
5.43 
5.32 


5.25% 





C. St. P. M. & O. cons. 6s 5.72 
St. P. M. & M. ist 6s.... 5.56 
L. & N. gen. 6s 5.41 
Norf. & West. gen. 6s.... 5.69 
Nor. Pac. Term. 6s 











and the bonds of territories or of mun- 
icipals in territories are exempt from all 
taxes. State and municipal bonds have 
been generally assumed to be exempt 
from U. S. taxation, including income 
taxes, but the point remains to be de- 
termined by the courts. None of the re- 
cent Liberty bonds are entirely free from 
taxation, although the first 344s are sub- 
ject to estate and inheritance taxes only. 

As to the incidence of State and local 
taxes, the resident of each locality has to 
familiarize himself with the laws of his 
state, county, township where townships 
exist, and local municipalities, as varia- 
tions are innumerable. In many cases a 
bond is exempt in the state where issued 
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but taxable in other states. Some states 
have special laws in regard to taxation 
of bonds. In Pennsylvania, for example, 
a bond becomes tax free by payment of 
an initial fee. 

Under the recent New York law in re- 
gard to the “Tax on Investments,” bonds 
may be made exempt from the personal 
property tax by the payment of $2 per 
thousand per year, and this tax may be 
paid in advance for one to five years. The 
New York investor needs to familiarize 
himself with the details of this law.* 

The application of a personal property 
tax to bonds is inherently illogical be- 
cause the property against which the 
bonds are issued has already been taxed; 
but doubtless it is useless to discuss logic 
in connection with taxation, the two 
having been from time immemorial 
as widely separated as the poles, In 
practice all governments, democratic or 
monarchial, have always applied taxes 
where they could get the money the 
easiest, with but slight regard for equity. 

The result of our almost inextricable 
tangle of tax laws is that a bond is usu- 
ally worth a good deal more to an in- 
vestor in one state than to an investor 
in another state. A corporation bond on 
which the New York investor has to pay 
only $2 per thousand a year is naturally 
worth more to him than to an investor in 
some locality where the bond is subject 
to the regular personal property tax, 
which in some cases might be $20 a 
thousand. 

Tax exempt bonds, therefore, are most 
in demand in localities where personal 
property taxes apply to bonds and are 
high. They are also in demand for in- 
vestors having big incomes, because of 
the high supertaxes which rich investors 
have to pay. 

In some sections it is difficult to sell a 
taxable bond because of the very heavy 
personal property taxes. A tax of $20 a 
thousand, applying to corporation bonds, 
cuts the yield from 6% to 4%, for ex- 
ample. The honest investor, who intends 
to pay his taxes strictly in accordance 
with the law, cannot afford to buy such a 


*The Bankers Trust issues a useful 
' Catiticd’ “Teson' Invest 


pamphlet on this subject, 
ments.” 











bond in competition with investors who 
have to pay only a trifling tax on it or 
who avoid the tax entirely by a con- 
venient lapse of memory. 

In short, of all the absurdities of our 
tax laws this idea of taxing intangible 
personal property after having already 
taxed the tangible property which it is 
based on, is perhaps the worst. Corpora- 
tions have to pay a higher interest rate 
on new bond issues to cover the taxes 
which the buyers will have to meet. So 
the net result is double taxation on new 
enierprises—and new enterprises are per- 
haps the greatest essential toward indus- 
trial and social progress. By double taxa- 
tion on his efforts, we deliberately handi- 
cap the man who is trying to building up 
new business. 

So long as such conditions exist, the 
only thing for the bond buyer to do is to 
inform himself thoroughly on the tax 
laws of his locality and figure all bond 
yields after deduction of all taxes, 
whether national, state, local, or income 
taxes. He will often find that the result 
is important, not to say astounding. Do- 
ing this involves a little work, but even 
if he has but a few thousand dollars to 
place he will find himself well repaid in 
the better net returns which he is able to 
get from his investments. 

With the great increase in all taxes 
during the last two decades, and now 
with the addition of a heavy burden of 
war taxes and war indebtedness, the 
question of taxation has grown tremend- 
ously in importance to the investor. His 
first thought in regard to any security 
—after he is convinced of its soundness 
—should now be, “What will my tax be 
on this?” And he should make sure that 

this question is answered correctly before 


































proceeding further. 

He must also be careful, in calculating 
what a corporation is likely to earn for 
its bond interest, to allow for the in- 
creased taxes the corporation must pay 
ahead of that interest; but this takes us 
away from the subject under discussion 
in this chapter. 


(To be continued in Nov. 23rd issue.) 






















BOND BUYER’S GUIDE 
A Classification of Listed Bonds 





Arranged by F. C. Van Wicklen 





HE following table includes most of the active bonds listed on the New York Stock 
Exchange. An endeavor has been made to arrange these bonds in the order of 
their desirability as investments, based upon a combination of two factors, namely, 
security of principal and income return. 

In many cases it is difficult to determine whether a certain bond should be rated 
above or below another, and in this respect the investor who has uppermost in mind security 
of principal will no doubt differ as to classification, with one who is concerned primarily 
with the amount of income received from the investment, and vice versa. The arrangement 
below, however, attempts to balance these two factors. This table appears in every third 
issue of the magazine. 

FOREIGN GOVERNMENT BONDS 


Approximate Yield about 
i per cent. 
French Govt. 534s, April, 1919 
French Cities 6s, Nov., 1919 
Paris 6s, Oct. 15, 1921 
Anglo-French 5s, Oct. 15, 1920 
U. Gt. Brit. & I. 5%4s, Nov., 1919 
U. K. Gt. Brit. & I. 5%4s, Nov., 1921 
U. K. Gt. Brit. & I. 5%s, Feb., 1919 
Am. For. Sec. 5s, Aug., 1919 
Dom. Canada 5s, April, 1921 
Dom. Canada 5s, April, 1926 
Dom. Canada 5s, April, 1931 
Jap. 2nd Ser. German Stpd. 454s, 1925 (Par value $974) 
*Yield due to exchange feature. 
RAILROAD BONDS LEGAL FOR NEW YORK STATE SAVINGS BANKS 
First Grade. 
So. Pac. Ref. 4s, 1955 5.20 
At. Coast Line Cons. 4s, 1952 82 5.10 
C. Burl. & Q., Ill. 334s, 1949 5.10 
Lou. & Nash. Unified 940 5.10 
Union Pacific Ist 4s, 1947 
N. Y. Cent. Ist 334s, 1997 
Lake Shore Ist 3%4s, 1997 
Nor. Pac. p. L 4s, 1997 
Norf. & West Cons. 4s, 1996 
C. & North West Gen. 4s, 1987 


Pennsylvania Cons. 434s, 1960 
Illinois Cent. Ref. 4s, 1955 
M. St. P. & S. S. Marie Cons. 4s, 1938 


BSSESASSaSRRSSse 


Del. & Hudson Ref. 4s, 1943 
Gt. Northern 4%s, 1961 
Nor. Pacific Gen. 3s, 
C. M. & St. Paul Gen. 434s, 1989 
Second Grade. 
M. & St. Paul Conv. 434s, 1932 
alt. & Ohio Conv. 434s, 1933 
Cc, M. . St. Paul Ref. 454s, 2014 
& 


DAAH AAAAAAAASS AMPS RRS 
ae 
ace 


. M. & St. Paul Conv. 5s, 2014 
al Ohio Ref. 5s, 1995 


DANO 
RaASss 


t. 83 
- ¥. Cent. Ref. 444s, 2013 % 5.50 
——— BONDS NOT LEGAL FOR NEW YORK STATE SAVINGS BANKS 
t Grade. 


6.55 
5.85 
5.85 
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Union Pacific Conv. 4s, 1927 87% 
Oregon Sh. Line Ref. 4s, 1929 87% 
Atlantic Coast Line, L. & N. Coll. 4s, 1952 75% 
Col. & So. ist 4s, 1929 , 87 
Ill. Cent.-C., St. L. & N. O. Joint 5s, 1963 91 
Wabash Ist 5s, 1939 
Southern Ry. Cons. 5s, 1995 
Seaboard A. L. Ist 4s, 1950 
Virginian Ry. ist 5s, 1962 
Cent. Pac. Ref. 4s, 1949 
Union Pacific 6s, 1928 
Kans, City Term. Ist 4s, 1960 
N. Y. Cent., L. S. Coll. 3%%4s, 1998 
C. Rock I. & Pac. Gen. 4s, 1988 
Reading Gen. 4s, 1997 
Atch., T. & S. Fe Conv. 4s, 1960 

Second Grade. 


St. L.-San Fran. p. 1. 4s, 1950 
Den. & Rio Grande Cons. 4s, 1936 
Mo. Pac. Ref. 5s, 1923 

Ches. & Ohio Conv. 43s, 1930 
Ches. & Ohio Conv. 5s, 1946 
So. Pac. Conv. 4s, 1929 

So. Pac. Conv. 5s, 1934 

C. Rock I. & Pac. Ref. 4s, 1934 
Col. & So. Ref. 454s, 1935 
Kans. C. So. Ref. 5s, 1950 

N. Y. Cent. Conv. 6s, 1935 
Pere Marquette 5s, 1956 

Erie Cons. 4s, 1996 

C. M. & St. Paul 4s, 1925 

Mo. Pac. Gen. 4s, 1975 


Cc. C. C. & St. Louis Gen. 4s, 1993 
St. L. So. West. Ist 4s, 1989 

Erie Gen, 4s, 1996 

Southern Ry. Dev. 4s, 1956 

Erie Conv. 4s, “D,” 1953 

Chic. Gt. West. Ist 4s, 1959 
West. Md. Ist 4s, 1952 


Western Electric Ist 5s, 1922 
Central Leather ist 5s, 1925 
Lackawanna Steel Cons. 5s, 1950 
Beth. Steel Ref. 5s, 1942 
Midvale Steel 5s, 1936 

Armour & Co. R. E. 4%s, 1939 
Indiana Steel Ist 5s, 1952 

Rep. I. & Steel 5s, 1940 
National Tube Ist 5s, 

Am. Smelting & Ref. ist 5s, 1947 
Am. A Chem. Conv. 5s, 1924 
U. S. Steel s. f. 5s, 1963 
Wilson & Co. 6s, 1941 

Inter. Mer. Mar. 6s, 1941 

U. S. Rubber Ref. 5s, 1947 

Va. Car. Chem. Ist 5s, 1923 
Am. Cotton Oil Deb. 5s, 1931 
Gen, Elec. Deb. 5s, 1952 


PUBLIC UTILITY BONDS 
Am. Tel. & Tel. Conv. 6s, 1925 
Am. Tel. & Tel. Coll. 4s, 1929 
Int. Rap. Trans. Ref. 5s, 1966 
Am. Tel. & Tel. Coll. 5s, 1946 
N. Y. Telephone 4%s, 1939 
Consol. Gas N. Y. Conv. 6s, 1920.... 
Public Serv. Corp. N. J. 5s, 1959 
B. R. T. 7 
Int.-Met. Coll. 4%s, 1956 


October 21, 1918. 





Investment Inquiries 





ERIE 1ST PREFERRED 


Should thize With Move in Rails— 
ividends Unlikely 


Erie Ist pfd. is in a position to make 
some advance. We expect to see a higher 
and broader market for all railroad stocks, 
and Erie 1st pfd. should advance in sympa- 
thy with the rest. There may be some agi- 
tation under the terms of the railroad con- 
tract for the payment of dividends on this 
issue. We do not however expect that such 
dividends will be declared. Beyond the pos- 
sibility of such “sympathetic” advance Erie 
lst pid. is not otherwise an attractive in- 
vestment. 


MIDWEST OIL 
Not Attractive—Company Appears Over- 
Capitalized 


Midwest Oil is a speculation pure and 
simple. It is liberally over-capitalized, in 
our judgment, and the company’s title to 
certain oil lands is under attack by the 
Government. It is of course impossible to 
say how the litigation will terminate. It 
has a contract with the Midwest Refining 
Company for its oil production which is of 
such unfavorable nature that the Govern- 
ment as a i interest is trying to have 
it modified. rnings from the land in 
question are being impounded during the 
period of litigation, pending a determination 
of actual ownership. We do not regard the 
shares as attractive at the present levels. 


INTERNATIONAL PAPER 


A War Stock—Purchase Not Recommended 


International Paper has been highly ex- 
ploited as a war issue. We cannot recom- 
mend its purchase at the present time. In 
line with other issues which have been war 
prosperous, we believe it will see a lower 
level. In view of the fact that you have not 
much to invest, we feel especially strongly 
that you should not assume the risk in- 
volved by buying this stock. 


NATIONAL ACME—AMERICAN SHIP 


Former Seems Over-Capitalized—American 
Ship a War Stock 


National Acme is a stock which does not 
impress us favorably. It seems over-capital- 
ized on the basis of its readjusted capital- 
ization. The excuse for ballooning the cap- 
ital was large earnings and increased pros- 
perity. The increased prosperity was due 
in a large measure to conditions brought 
about by the war. It cannot be expected 
that the company will continue to show 
anything like present earnings, with a re- 
turn to normal times. 


We consider the motor stocks, distinctly 
within the peace group. While White Mo- 
tors has received a great deal of war busi- 
ness, we consider it one of the peace stocks, 
and look for a continuation of its business 
in peace times. 

American Ship we consider in the war 
group. Its prosperity cannot be expected 
to extend beyond a certain limited period 
after the war. We suggest sales of Ameri- 
can Ship and National Acme and holding 
White Motor and Peerless Motor. 


GLENROCK OIL 
Why It Declined—Not an Investment Yet 


It is always futile to undertake to arrive 
at a book valuation for the property of any 
oil concern. In fact, book valuations as a 
general proposition are inflated. In the case 
of oil companies, large amounts of money 
may be paid into the company’s treasury 
and used for property development, drilling 
of wells, and such wells may all be dry. 
Notwithstanding the valueless character of 
such company’s property thus disclosed, 
“property investment account” may show 
high “equities” for the stock. 

Glenrock Oil is reported to have made 
successful developments, in the Pilot Butte, 
Elk Basin, and Big Muddy Fields in Wis- 
consin. It has entered into contract with 
the Midwest Refining Company to take all 
its production, and for further development 
of its property. 

The stock is highly speculative and has 
had a sensational decline from about $19, 
due to dissension among the members of 
the underwriting syndicate. Some of the 
members were dissatisfied with the way the 
stock was being handied in the market 
and commenced selling. Others followed 
suit and the stock was left to support itself 
entirely. The company has a fair produc- 
tion in Wyoming. The stock is not re- 
garded as an investment, although it un- 
doubtedly possesses speculative possibilities 
of a certain character. 


GALENA’S OLD AND NEW. PFD. 
New Stock Almost Like a Second Pre- 
ferred—Earnings 


Your inquiry as to the ranking of the old 
and new preferred stocks of the Galena 
Signal Oil Company, serves a useful pur- 
pose as this matter has not before been 
made clear, to our knowledge, in any finan- 
cial publication. The two stocks do not 
rank alike. The old stock of which there is 
$2,000,000 outstanding is not callable, and 
has preference as to dividends over the new 
preferred and as to absets in the event of 
liquidation of the company. It is, therefore, 
practically a first preferred stock, although 
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not thus designated. The new preferred, 
consequently, to all intents and purposes is 
a second preferred stock, paying the same 
dividend rate, ranking second as to divi- 
dends and assets and is callable at 115 and 
interest. We regard both issues as desir- 
able for investment, with the old issue pref- 
erable, because of its — in position 
and because the assets added by the new 
issue have materially strengthened its po- 
sition. a applicable to the payment 
of preferred dividends, are estimated at 
about seven times the amount required be- 
fore the payment of taxes. After allowance 
for increased income and excess profits 
taxes they are estimated to be about four 
times the dividend requirements. Acquisi- 
tion by the Galena Signal Oil Company of 
the Cullinan interests in the Petroleum Re- 
fining Company, Republic Production Com- 
pany and the American Petroleum Com- 
pany, and the election of J. F. Cullinan as a 
director to the Galena Signal Oil Company, 
would seem to indicate closer relationshi 
between this company and the Houston Oil 
Company, of which Mr. Cullinan is reputed 
to be the owner of a one-half interest. 


MEDIUM CRADE BONDS 


Denver & R. G., Mop and New Orleans, 
T. & M. Possess Profit Possibilities 


Denver & Rio Grande Refdg. 5s, Missouri 
Pacific Gen. 4s and New Orleans, Texas & 
Mexico 5s are fairly good speculative bonds 
which do not enjoy a very high rating but 
can be considered as equal in merit to semi- 
investment preferred stocks, 


COSDEN & CO. 
Is it a ee with Island 


hs Cosden & Co. is not particularly attrac- 
tive at current levels, although it is selling 
considerably lower than the prices which 
formerly prevailed. The stock is not a 
bargain around 6 merely by reason of the 
great decline, although the chances favor 
an important rally if the present activity in 
the oil group is maintained. 

We prefer Island Oil & Transport, 
analyzed in the August 31st issue of 
THE MAGAZINE oF WALL + and also in 
the Sept. 28th issue, as a long pull oil specula- 
tion, with good peace possibilities. Island Oil 
is not capitalized beyond its indicated earn- 
ing power on a full production basis. 


RAILROADS ATTRACTIVE 


A Group of Stocks in Favorable Position— 
the “Pacific” Group Strong 

We have nothing to add to the favorable 

comments we have made on Union Pacific, 


Southern Pacific and Southern Ry. pfd. in 
recent issues, and strongly advise you to 
hold your shares. It might be desirable to 
diversify your investment somewhat, in 
which event Chesapeake & Ohio, Baltimore 
& Ohio pfd., Northern Pacific and N. Y. 
Central are in a very favorable position 
from the point of view of earnings, divi- 
dends and Government guaranty to justify 
either further commitments or a partial 
switch of some of your holdings to secure 
variety. Southern Pacific is an exception- 
ally good investment, in fact one of the 
best. 


STANDARD OILS ATTRACTIVE 


Standard of Jersey, Standard of Indiana and 
Chesebrough Appear to be Attractive— 
Investors Should Ignore Fluctuations 


Standard Oil of New Jersey, Standard of 
Indiana and Chesebrough are among the 
best of the Standard Oil Group and inves- 
tors who purchased this class of securities and 
held regardless of market action or temporary 
fluctuations have been well rewarded in the 
long run. We do not think it advisable for 
you to sell your shares now and attempt to 
repurchase at lower levels, as there is no 
guaranty that the shares will decline and 
in taking chances with the market you might 
never have an opportunity of repurchasing. 
We do not think that these issues will de- 
cline seriously following the war. 


COMMONWEALTH P. & L. 


The Troubles of the Company—Govern- 
ment Aid Probable—Utilities Should Not 
be Sacrificed 


Commonwealth Power & Light, like the 
majority of the utility companies, has been 
suffering through war conditions, high 
prices for material, labor, etc. It is sig- 
nificant that during the seven years 1911- 
1918 the preferred stock showed average 
earnings of about 141%4%, while the com- 
mon stock showed about 5%. The same 
results can reasonably be expected under 
normal conditions. The company made ap- 
plication to the Government recently for 
aid in financing maturing obligations, par- 
ticularly its bonds and although we believe 
that favorable action of some sort will be 
taken shortly, no decision has yet been 
reached. We believe the worst has probably 
been seen in the public utility situation and ad- 
vise holders not to sacrifice their securities 
at this time as utilities are “peace stocks.” 
As you will see on reference to “Intimate 
Talks to Investors” in the last issue, the 
action of the market in the near future 
should be favorable to utilities as a group. 
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GOOD FOREIGN BONDS 

City of Bordeaux 6s, French Municipals and 

Jap. 4% Attractive—Jap. Issue Strongly 

Secured 

City of Bordeaux 6s is an attractive 
“municipal,” one of the most attractive of 
the foreign issues, and we see no reason to 
suggest a sale at this time. If, however, you 
desire to make a further investment in a 
foreign bond, we highly recommend Jap- 
anese 2nd Series 4% (German Stamp) sell- 
ing around 82, which is exceptionally well 
secured. The security is a lien on the tobacco 
monopoly of Japan, and the direct obliga- 
tion of the Nippon government. 


CAR & FY. PREFERRED 


Bethlehem Steel, Willys-Overland and Va.- 
Carolina Preferred Suggested in Ex- 
change 


. American Car & Foundry Pfd. is a high- 

grade issue, and the company has paid its 
preferred dividend without a break since 
1905. It is however selling, or rather it has 
sold somewhat high and out of line with 
such stocks as Beth. Steel new 8% pfd., 
Va.-Ca. Chem. pfd., Willys-Overland pfd. 
While it is a good. investment, we prefer 
Beth., Va.-Ca., and Willys-Overland pfd., 
as they are selling relatively lower. 


GREENE-CANANEA 


Stock Out of Line—Switch to Kennecott 
and Magma Suggested 


You now have an excellent profit in 
Greene-Cananea, and although the interest 
return is very high, we suggest that you 
now protect your stock with a stop-loss 
order and be prepared to sell out on any 
further rally. We suggest that you rein- 
vest the proceeds in Magma Copper and 
Kennecott. By doing this, you will again 
have an opportunity to realize another 
profit as the chances at comparative levels, 
based on prospects and intrinsic worth, 
seem better for the others than Greene- 
Cananea. The latter is now out of line with 
a number of others possessing equal merit. 


UNITED KINGDOM 5% 


Comparison with Northern Pacific—Which 
to Choose—Differences Explained 


United Kingdom 5%s of 1919 is a very 
high-grade investment, and although Nor- 
thern Pacific is an attractive railroad stock, 
we cannot suggest a sale of high-grade 
bonds for the purpose of investing in com- 
mon stock, even of a high-grade railroad. 
The speculative possibilities of bonds are 
limited, but the dividend which a railroad 
stock may pay in the future is uncertain. 
Hence the difference which clearly places 
the respective securities in different classes. 


It is strictly “up to” the investor whether 
he chooses bonds or stocks: the former are 
relatively “safer,” while the latter—less 
“safe”—nearly always give greater leeway 
so far as profit-making possibilities go. 


TEN-PAYMENT PLAN 


Desirability of Stock Exchange Connection 
—Investment Suggestions 


In the case of the ten-payment plan, it is 
best for an investor (particularly a woman) 
to choose a New York Stock Exchange house 
rather than a firm which does not belong to 
such Exchange. Members of the New York 
Stock Exchange in good standing rank be- 
fore all other brokerage houses in standing 
and strength. Wabash pfd. A can be held 
on the plan. We suggest that you sell Sin- 
clair, which is not a woman’s investment, 
and switch into Colorado Southern Ist pfd. 
(one-half) and the remainder into Maxwell 
Ist pfd. These semi-investment issues are 
more suitable for you, and possess equal 
speculative possibilities with Sinclair. Our 
suggestion regarding brokerage firms is not 
by any means a reflection on the firms you 
name, against whom we know nothing un- 
favorable. 


- PENNSYLVANIA—GT. NOR. PFD. 


Two High Grade Issues—Both Should Sell 
Higher 


Pennsylvania around 45 is only 5 points 
down from its par of $50, and about 15 
oints down from the mean average price 
it usually sold at between 1911 and 1915. 
This road has a Government guarantee of 
about 8%% ($4.25) compared with its reg- 
ular dividend of 6% ($3 a share) and the 
ield is about 6%% at current levels. This 
is rather high for an investment issue of 
such unquestioned grade as Pennsylvania. 
As a pure investment, there are few issues 
so sound or high grade, and you need have 
no hesitation in holding your stock, as 
Pennsy is one of the oldest and most con- 
servative dividend paying railroads in this 
country. As a long pull proposition, the 
stock should sell substantially higher. 
Great Northern preferred which you wish 
to purchase to hold for a period of years is 
another gilt-edged security. This company 
with Northern Pacific controls the Chicago 
Burlington & Quincy railroad, one of the 
consistent and big money-makers among the 
railroads. We believe the Great Northern- 
Northern Pacific dividend of 7% to be as 
safe as any dividend can well be. The Gov- 
ernment guarantees earnings of nearly 9% 
during the “control period,” and as Great 
Northern preferred sold between 125 and 
150 in the pre-war days and should sell 
above par in the very near future, we regard 
the stock as a conservative investment bar- 
gain under par. Peace or indications of 
peace will have a good effect on the stock. 
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MIAMI—UNITED CIGAR STORES 


Ore Reserves of hances for a 


Miami—C 
United Melon 


Miami Copper was reported Dec. 31, 1917, 
to have high grade ore reserves of 14,760,000 
tons, low grade ore about 28,000,000 tons 
with an average of 1.06% copper; and a 
body of mixed oxide and sulphide ore esti- 
mated to contain about 6,000,000 tons averaging 
about 2% copper. On this basis, the com- 
pany’s ore reserves amount to 48,760,000 
tons. As production for the year ended 
December 31, 1917, was 1,640,699 tons, the 
estimated life of the mine without further 
development would be about 30 years. 
United Cigar Stores is a semi-investment 
issue, which we believe is selling high 
enough at the present time, in comparison 
with such issues as Woolworth, Sears-Roe- 
buck, etc. 

We will not say that there is no possi- 
bility for melon-cutting by this company, 
but we think it is improbable. 


AMERICAN COTTON OIL 
Occupies Vulnerable Position—One of the 
War Group 


American Cotton Oil has had a very sub- 
stantial advance on the prospect of a large 
cotton crop. This has been disappointing, 
as the crop will probably be about equal in 
volume to that of last year, and as cotton 
seed is the basis of its product, this is a 
serious condition. Due to the outlook for 
peace, we consider the position of the stocks 
vulnerable. Importation of foreign competi- 
tive oil products are likely greatly to in- 
crease with adequate transportation, which 
peace will bring. We believe American 
Cotton Oil along with other shares in the 
“war group” will see a lower level. 


REPUBLIC STEEL 


Dividend Safe for Present—Peace Prospects 


We believe Republic Steel common divi- 
dend is at least secure for some time to 
come. The company, however, has been 
one which has obtained ves benefit from 
war conditions and we believe the stock will 
sell lower. Eventually, contraction of busi- 
ness under peace conditions might lead to 
a reduction in the dividend. 


BALDWIN 


Outlook for War Issues—How to Tell 
Peace Stocks 


We classify Baldwin Locomotive as a 
war issue, and believe that the trend of 
those issues is downward. We would advise 
you to liquidate your holdings for the time 
being and invest in some stocks which will 
benefit from peace conditions. By studying 


The Magazine of Wall Street you should 
have no difficulty in discriminating between 
“war stocks” and “peace stocks.” By study- 
ing “The Outlook” you will be in close 
touch with our views of the market. 


FEDERAL MINING 


A Stock to Hold—Earnings Improving 


Federal Mining & Smelting pfd. has been 
on a 7% dividend basis since March, 1917, 
and there are 934% dividends in arrears. 
At current levels, the yield is about 17%. 
We believe there is more than a possibility 
that part of the arrears may be paid off 
in the not far-distant future. Earnings are 
improving with a prospect of further future 
improvement. The market for these stocks 
is unsatisfactory for a trader, but as an in- 
vestment or to be held for a few months, 
we believe it to be attractive. 


KENNECOTT 


A Slow Mover—Output by Subsidiaries 


Kennecott Copper has been for some time 
past a slow mover. The importance of its 
own production is relatively small to that 
which accrues to it through ownership in 
subsidiary companies. Its production from 
Utah is fairly constant. In winter it is un- 
able to ship copper from Alaska—in summer 
its production in Chile is hampered. But at 
the end of the war when adequate shipping 
facilities are obtainable its fleet can be used 
seasonably either in the North Pacific or 
the South Pacific. We do not feel that it 
would be advisable to change your Kenno- 
cott Copper into Cosden & Co. 


RAY HERCULES 


Not a Time to Sell—Possibility in Dividend 
Paying Coppers 

In view of the developments, at the Ray 
Hercules mill, we believe it would be inad- 
visable for you to sell,your holdings at the 
present time. After holding your stock so 
patiently, it seems to us that it would be 
the part of good judgment to see what the 
company can do under actual operating con- 
ditions. Previous to the present, its activi- 
ties have been confined to development of 
ore bodies and construction of mill. Before 
you obtain profits marketwise, on your 
shares, you will probably have to exercise 
further patience, but now it seems to us 
that this is the time to exercise that quality. 
We believe the dividend-paying coppers 
should be purchased whenever through 
pressure of the war issues, the market de- 
clines. 





RAILROADS 4ND INDUSTRIALS 
Peace Prospects for the Tobaccos 


American Tobacco, Liggett & Myers, United Cigar Stores 
—Their War Problems—Extension in Foreign Fields 





By WILL D. BREEN 





ITH the turbulent skies of war 
gradually clearing and additional 
Sa assurances being received daily 
== that victory for the Allies is not 
far off, either by force of arms or by a 
voluntary surrender by the German alli- 
ance, investors are giving not a little 
thought to those companies which have 
established earning power in peace times. 
With this situation at hand an analysis 
of several of the leading tobacco com- 
panies would appear to be pertinent. 

The tobacco companies, while showing 
handsome increases in gross business and 
supplying the biggest demand that has 
ever existed for their products, are gen- 
erally suffering from war time conditions 
from which they cannot wholly escape. 
In normal times this enormous demand 
for tobacco products of all kinds would 
be bound to result in greatly increased 
profits and generous dividends for the 
stockholders. Not that the tobacco is- 
sues do not pay big dividends, rather that 
is their record, but even larger payments 
would accrue to holders of these securi- 
ties were it not for the extraordinary 
conditions occasioned by the war. 

Summarized, these adverse conditions 
are the following : 

High cost of labor. 

Shortage of materials like tin foil, 
cans, etc. 

Increased cost of all grades of leaf 
tobacco. 

Difficulty in importing Turkish to- 
bacco. 

Increased taxation. 

Cost of new capital. 

These conditions present many difficult 
problems to the heads of the big manu- 
facturers. But the very nature of the 
business, supplying a public demand, per- 
mits. the increase in the price of the 


product. By this method a few of the 
above conditions were eliminated. Thus 
an increase in revenue taxes was passed 
on to the consumer by charging him more 
for his smokes, In this manner, also, the 
higher cost of labor, materials and leaf 
was partially made up. Other methods 
resorted to was the reduction of the con- 
tents of the packages and the elimination 
or cutting down of premiums. 


But these methods could not entirely 
correct the situation. They could not, 
for instance, facilitate the delivery of 
Turkish leaf of which such a large 
amount is needed for cigarettes in this 
country. Neither were they effective in 
supplying the vastly increased amount of 
working capital required to carry on the 
enlarged business. 

Another after war feature of the to- 
bacco business is that it is almost a cer- 
tainty that the prevailing prices will not 
be lowered. It is a matter of history that 
after the Spanish-American war, prices 
having been raised to meet increased 
revenue taxes, the war prices remained 
in effect for some time. That, of course, 
was before the Tobacco Trust was segre- 
gated by the Supreme Court but it is 
hardly possible that the keen competition 
and price cutting, which followed the 
dismemberment of the trust, will be re- 
peated. The companies will undoubtedly 
seek to maintain the present high prices 
in order to put their financial houses in 
condition following the disarrangement 
occasioned by the war. 


American Tobacco Co. 

The American Tobacco Co., being the 
largest manufacturer of tobacco in the 
world, has felt the war’s effect more 
keenly than the other companies. It has 
found it necessary to pay the 5% quar- 
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terly dividends on the common in scrip 
since March of this year. It has also 
sold $25,000,000 6% short term notes to 
a banking syndicate. These methods of 
financing were necessitated by the fact 
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that the company will handle close to 
$100,000,000 worth of a business this 
year. 

But at the worst these increases 
in. capitalization through scrip — divi- 
dends. and bank loans can be con- 
sidered but temporary measures. 








However, stockholders are not losing 
anything by these scrip payments, rather 
they are getting a better return from 
their investment than if the regular cash 
dividends of $5.00 a quarter were being 
paid. Thus the holder of 100 shares of 


_ America Tobacco common, under the 


cash payment, received $500 as a quar- 
terly dividend while under the present 
scrip-paying plan he received $500 in 
scrip. On October 15 this scrip sold at 
130, or a cash value of $650 for the scrip 
he received as a quarterly dividend. Fig- 
ured on a per share basis this made his 
quarterly dividend equal to $6.50, or at 
an annual rate of $26.00 per share a year. 

One favorable thing the war has done 
for the American Tobacco Co. is to in- 
crease its business so rapidly that in the 
current twelve months its gross sales are 
estimated at approximately $100,000,000. 
Sales of this magnitude would mean that 
the American Tobacco Co. alone will do 
as large a business as the aggregate gross 
sales of all the units of the old Tobacco 
Trust in 1911, the last year of its exist- 
ence, when sales were $101,943,189. This 
more than anything else, shows the won- 
derful expansion that has occurred in 
the past eight years. 


The financial position of the company 
has always been remarkably strong, in 
fact working capital has never yet been 
less than one-half of gross sales. Despite 
the borrowing of $25,000,000 in 1917 
working capital at the close of that year 
was $45,646,675, a decrease of but $2,- 
000,000 from the previous year’s show- 
ing. This, of course, is accounted for by 
the fact that the money borrowed from 
the banks was all used to financé the 
purchase of leaf tobacco and other raw 
materials. The items, considering the 
readiness with which they are marketed, 
can practically be considered cash. 


The record of thé company’s earning 
power makes an impressive showing. In 
ten years, 1908 to 1917 inclusive, it 
earned a total of $196,827,939 for divi- 
dends on the stocks, an annual average 
of $19,682,794. After paying the 6% 
preferred dividends the balance was 
equal to $394.92 a share on the common 
stock, an annual average of close to $40 
a share. Liberal dividends have always 
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an enormous surplus which on Decem- 
ber 31 last amounted to $39,181,756, or 
about $97.00 a share on the $40,242,400 
common stock. This shows the big 
equity which is being piled up from year 
to year and which must finally accrue to 
the benefit of the common shareholders. 
In the meanwhile the usual dividend dis- 
bursements would seem to be sufficiently 
large to meet the approval of all the 
stockholders. 

On the whole the American Tobacco 
Co. appears to have weathered the war 
period remarkably well, and no reason- 
ing person can see anything but increased 
prosperity for this wonderful industrial 
organization with the return of peace. 
That the management will seek to retain 
the bulk, if not all, of the enormous ex- 
pansion that has occurred in its business 
is beyond question. Under more favor- 
able circumstances than those now ob- 
taining the company’s profits should 
show handsome gains over those result- 
ing from present operations. 

Liggett & Myers 

The Liggett & Myers Tobacco Co. has 
made a splendid showing during the war 
period, as far as can be seen from reports 
it has issued. No statement of gross 
sales is made public, but since 1914 it has 
increased its net earnings each year to 
such an extent that for the year ended 
December 31 last it earned $28.83 a share 
on its common stock, the largest amount 
it has ever earned on that issue The pre- 
vious record year was 1912, when $28.48 
a share was reported for the junior issue. 
This improvement in earnings has been 
made despite the heavy increases in costs 
which have certainly affected the com- 
pany, as it was found necessary, in June 
of this year, to double the common capi- 
talization by a new issue of $42,992,800 
class “B” common stock. 

At that time President Dula stated that 
increased costs had necessitated the au- 
thorization of the new stock which might 
have to be issued later to finance pur- 
chases of materials, previous purchases 
having been financed by borrowings from 
banks. So far it has not been found 


a year. 

Outside of the remarkable stability of 
earnings, perhaps the most important 
showing during the past six years has 
been the manner in which the company 
has built up its surplus, which, on De- 
cember 31 last, amounted to $15,700,789, 
approximately three times the surplus at 
the end of 1912; an equivalent to about 
$73 a share on the common stock. The 
ability of a company to keep adding to 
profit and loss surplus each year is a fac- 
tor which appeals to the discerning in- 
vestor, for it is such accumulation of 
profits that results in valuable distribu- 
tions to the stockholders either in the 
form of rights to subscribe to additional 
stock or a stock dividend. 

Earnings of this magnitude during the 
four years of war are conclusive evi- 
dence of the company’s remarkable earn- 
ing power. With this record in mind it 
seems absolutely certain that in peace 
times, when high costs and bank borrow- 
ings have been removed, earnings will 
mount still higher. 

The war has done nothing alarming to 
the company’s financial condition. It is 
true that accounts and bills payable on 
December 31 last were the largest in the 
history of the organization, but so also 
were both cash and inventories, showing 
that the money borrowed from banks, 
which undoubtedly formed the bulk of 
accounts payable, was mostly placed in 
raw materials and the remainder in cash. 
Therefore, with the certainty that the 
price of tobacco products will remain at 
the present high levels, this high inven- 
tory can be worked off on the present 
price basis and the money accruing there- 
from will be available to liquidate bank 
loans. 

To further prove that these current lia- 
bilities have not impaired the company’s 
fiscal condition, even though they jumped 
from $1,434,113 in 1915 to $16,798,092 
in 1917, one has but to consider the 
healthy condition of working capital. On 
December 31 last this latter item stood 
at $44,105,156, as compared with $36,- 
402,620 in 1916 and $35,190,610. This 
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improvement is most significant, for it 
shows the company is in excellent condi- 
tion to handle the vastly increased volume 
of business. 

Liggett & Myers stockholders, consid- 
ering that they have suffered no reduc- 
tion in dividends, are indeed fortunate 
for their company will be stronger at the 
end of the war and will be handling a 
vastly increased business, from which 
bigger dividends should be forthcoming. 


United Cigar Stores 


Few, if any, of the disadvantages 
which the war has brought to the tobacco 
manufacturers have been passed along to 
the United Cigar Stores Co., the largest 
retailer of tobacco goods in the world. 

Stockholders of the United have no 
complaint to make of the war, for their 
dividends have been raised each year, 
starting with 6% in 1914 until they 
reached the present rate of 9% per an- 
num. And at the present time there are 
intimations that a capital readjustment 
will occur in United before long through 
the medium of increasing the common 
stock with valuable rights for the stock- 
holders. This increase in capital, should 
it be decided upon, would be for the pur- 
pose of bringing the outstanding stock 
more nearly in line with the gross busi- 
ness handled. It has always been the be- 
lief of the management that there should 
be a dollar of capital for each dollar of 
business, so that the present rate of sales, 
estimated at $54,000,000 for the current 
year, is far in excess of the $31,689,000 
common and preferred outstanding. 

Business has increased rapidly in the 
last few years, the estimated sales of 
$54,000,000 for 1918 comparing with 
$43,000,000 in 1917, $36,000,000 in 1916 
and $31,000,000 in 1915. The number of 
its stores and agencies have been in- 
creased each year until they now number 
more than 1,200. In addition to its regu- 
lar tobacco lines, the company has built 
up a candy business on which sales of 
about $1,000,000 are now being realized. 

The ability of the company to meet in- 
creased costs of its merchandise by rais- 
ing the retail price of these goods has 
permitted it to show larger earnings for 
the common stock each year, since 1914, 


with the exception of 1917. Net for the 
common last year was equal to 9.41% on 
the junior issue, as against 10.09% in the 
previous year. Actually, the company 
earned 11.45% on the common in 1917, 
but it reserved $550,000 out of earnings 
for taxes, this amount being equivalent to 
a little more than 2% on the junior issue. 

A comparison of the company’s bal- 
ance sheet over the last six years would 
not give the proper sidelight on what 
changes may have occurred, due to the 
taking over of the operating subsidiaries 
in May, 1917, by the United Cigar Stores 
Co. of America and eliminating these 
subsidiaries. Formerly the company acted 
merely as a holding proposition, deriving 
its income from dividends declared by its 
subsidiaries, whereas now it operates the 
property direct. 

The financial condition as of December 
31 last and at the close of 1916 can be 
compared, however, as statements for 
these years have been issued on the basis 
of the new operating company. Work- . 
ing capital at the close of 1917 was shown 
at $7,587,661, which was a gain about 
$450,000 over the previous year. Inven- 
tories showed the largest gain, being 
placed at $10,020,949 on December 31 
last, an improvement of about $3,600,000. 
Cash showed a decrease, while accounts 
payable were larger, but the final result 
was a substantial improvement in work- 
ing capital as shown above. 

There would appear to be no limit to 
the possibilities of growth for the United 
Cigar Stores Co., as its stores and 
agencies are far below the number that 
constitute the saturation. 

The management is all an investor 
could ask for, being keen, capable and 
conservative. Such an array of ability is 
bound to make any industrial corporation 
succeed, but more particularly a chain 
store organization serving a public need. 
The chance of failure is practically min- 
imized by the modern methods of check- 
ing up the amount of business which can 
be reasonably expected to be obtained 
from any one store, and the investment 
in that location is governed accordingly. 
The future for the United Cigar Stores 
Co. seems to be one of continued expan- 
sion in stores, sales and profits. 





Are “Equipments” War or Peace Stocks? 


American Car & Foundry—American Locomotive—Bald- 
win and Air Brake—Study of Values and Prospects 





By JOHN MORROW 





HARES of the equipment com- 
S| anies have had a large specu- 
ative following since 1914, 
: mainly because of the “war 
business” they were supposed to be do- 
ing, and now the question that sug- 
gests itself is whether these so-called 
war stocks have good peace prospects. 
Opinion is somewhat divided on this 
point, but certainly there are good rea- 
sons to believe that the earnings of the 
equipment companies are not going 
back to pre-war levels. 

Equipment men, generally, are more 
than hopeful over the outlook for the 
next few years, and base their confi- 
dence upon the fact that during the 
past ten years there has been only a 
small amount of new equipment pur- 
-chased by the railroads of the United 
States. They also point to the great 
expansion in rail traffic and the conse- 
quent strain upon present equipment, 
and add that they look for a further 
growth of both domestic and export 
activity in many lines that will bring 
continued business to their companies. 

The declining credit position of the 
railroads, and their fading purchasing 
power had brought earnings of the 
makers of railroad equipment to a low 
point when the war broke in 1914. 
Within a few months war orders were 
keeping plants busy, and the stock 
market naturally turned to equipment 
stocks as a favorite speculative me- 
dium. The market movements of these 
shares during the heyday of the war 
markets were spectacular enough to 
satisfy the most blasé trader. 

This interest continued with natural 
variations until the United States en- 
tered the war, and then at the begin- 
ning of 1917 the Federal Government 
took control of the railroads. Thoughts 
with regard to the equipment com- 
panies were soon directed toward the 
question of the replacement of worn 
and depleted rail equipment, and the 
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purchase of additional motive power 
and rolling stock through the instru- 
mentality of Government credit. When 
the Federal authorities had reviewed 
the situation, and this did not take a 
very deep study, orders were placed 
for a large amount of equipment. Con- 
tracts for $300,000,000 cars and $75,- 
000,000 locomotives were given by the 
Director-General of Railroads, and dis- 
tributed among the various manu- 
facturers. 

Some of the present business is un- 
doubtedly purely “war business.” For 
example, the American expeditionary 


TABLE I—AMERICAN CAR & 
FOUNDRY 


Year Operating Surplusfor % Divs. 
April30 Income Common Earned Paid 


1915.... $ 3,615,053 $ 230,936 $0.77 2 
1916.... 4,595,359 716,018 2.38 2 
1917.... 17,522,909 8,210,872 27.37 6% 
1918.... 16,461,823 9,181,742 30.61 8 


forces have required and are requiring 
large numbers of engines and cars. It 
is almost impossible to measure the 
exact proportion of the present orders 
of the equipment companies which may 
be called strictly war business, since 
the Government does not furnish such 
details, for obvious reasons. 

There are plenty of statistics to sup- 
port the argument that domestic busi- 
ness should bring in substantial re- 
turns for some time to come. In the 
five years ended with 1905 the total 
number of locomotives ordered by the 
United States railroads showed an an- 
nual average of 4,218, whereas in the 
five years ended with 1917 the average 
was only 2,391. It is noteworthy that 
the year 1917 made a new high record 
in the number of locomotives ordered 
in the United States, but not by the 
railroads of the United States. Of the 
total number ordered, 7,642, the United 
States Government ordered 2,057 for 
use on the military roads in France, 
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2,881 were ordered by foreign govern- 
ments, and 2,704 by the railroads of the 
United States. 

In the five years ended June 30, 1916, 
the number of freight cars in service 
on the roads of the country increased 
only 103,000 or 4.69%. Annual average 
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urchase in the five years ended with 
917 were 117,241, but in the five years 
ended with 1905 the annual average 
was 195,000. Railroad men have 
claimed that for some years past the 
railroads bought hardly enough cars 
to offset the number scrapped. 

Equipment stocks, if chosen with dis- 


crimination, have possibilities still. 
Changed conditions, affecting the roads 
of this country, have taken them out of 
the “war bride” class. And not to be 
forgotten is the fact that the good 
profits from war business have ma- 
terially added to the equities back of 
the shares. Four companies may be 
selected for discussion, which are fairly 
representative. They are American 
Car and Foundry, American Locomo- 
tive, Baldwin and New York Air Brake. 

Reference to the graph will illustrate 
the price range of their common stocks 
over the past few years, reveal the in- 
crease in working capital and show 
the per share earnings on the common 
stocks. They are figures which re- 
quire little extended comment, and are 
sufficient in themselves to indicate the 
experience of the four companies since 
war superseded peace. 


Am. Car & Foundry 


At the beginning of the current fiscal 
year, that is, May 1, 1918, American 
Car & Foundry had on its books busi- 
ness amounting to $290,000,000, and 
representing the largest bookings re- 
corded by the company at any one time. 
How much of this total was munitions 
business and how much car orders, 
there is no means of determining. The 
company, like all the equipment com- 
panies, has practically one customer for 
railroad cars, and that customer is the 
United States. Car & Foundry was 
one of the first of the equipment con- . 
cerns to divert its plants to war busi- 
ness, and for two years prior to the 
entry of the United States, had been 
busy on munition orders for the Allied 
Governments. In the year ended April 
30, 1918, the pre mys | earned $30.60 on 
the common stock, and predictions are 
freely made that this will be exceeded 
in the year ending April 30, 1919. 

Gross business for the year ended 
April 30, 1918, was $121,839,328 and the 
operating ratio was 90.73%, meaning 
that 9.27 cents was earned on every 
dollar of business done. With book- 
ings of $290,000,000 the basis for the 
predictions of larger earnings this year 
seem to be well founded. Federal con- 
trol of the rails meant much. It is 
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known that contracts for at least 31,000 
cars have been placed with the com- 
pany, and it may be that by this time 
orders exceed that total. 

A striking feature of Car & Foun- 
dry’s position is the protection for the 
continuance of the present $8 dividend 
on the common stock. As of April 30, 
1918, the company had set up out of 
current earnings a common dividend 
reserve amounting to $4,800,000, equal 
to two years payments on the $30,000,- 
000 common at the rate of 8% a year, 
and this has since been increased to 
an amhount equal to three and a half 
years’ dividends. Certainly such a 
reserve represents an excellent insur- 
ance feature, which adds no little 
potential strength to the position of 
the common stock. This reserve has 
doubtless influenced some of the good 
buying in the stock over the past few 
months. 

It would hardly be conservative to 
assume that earnings of the past two 
years will continue indefinitely, but it 
would be unfair to say that with the 
coming of peace revenues will shrink 
to pre-war levels. Table I will show 
earnings for the last four fiscal years, 
and illustrate the development of busi- 
ness during the war period. In the 
fiscal years 1918, 1917 and 1916 equities 
equal to $43.80 a share were added to 
the common stock. Before 1914 the 
common was able to pay dividends of 
only 2% a year, but the prediction may 
be made that that small rate is now 
ancient history. There is little doubt 
that a substantial part of the earnings 
of the last two years may be attributed 
to munition orders, but the company 
has never disclosed the exact amount. 


American Locomotive 


American Locomotive waited almost 
ten years for a boom in its regular line 
of business, or from 1907 to 1917. The 
record of earnings during the last three 
years may not seem to prove this state- 
ment, but like others, the management 
was quick to take advantage of the 
opportunity offered in the “war order” 
market. During 1917 and 1916 fiscal 
years the munitions business was large 
enough to enable the company to be- 
gin conservative payments on the 


common stock. A dividend rate of 5% 
was established on the junior shares, 
and no extra payments have been at- 
tempted. When the cream was off the 
war business, locomotive orders began 
to come in large quantities, and now 
the order of the day is capzcity busi- 
ness in the regular lines. 

Ordinarily American Locomotive’s 
share in the total output of locomotives 
in the United States is approximately 
50%. The margin of profit on the or- 
ders placed by the Federal railroad 
administration may be somewhat 
smaller than the margin in unrestricted 
times, but it is large enough to show 
decent returns on the investment when 
the volume is considered. The Govern- 
ment orders were placed on a basis 
that will assure a profit of probably 
6%, or at least such was the general 
understanding. 

As of June 30, 1918, the amount of 
unfilled locomotive orders on the books 
of the company was $74,736,543. Ameri- 
can Locomotive has executed a right- 
about-face in the matter of “war or- 
ders.” Of the 1918-1917 gross profits, 
only $893,800 was derived from muni- 
tions business. In the previous year 
the amount of munitions business done 
probably exceeded $40,000,000. If 
American Locomotive is not now on a 
peace basis, at least there can be no 
reason to regard the company as a 
“war bride.” Munitions business, of 
course, gave the company badly needed 
profits and enabled a concentration of 
business that might not have been pos- 
sible under ordinary conditions. 

Instead of expanding facilities, the 
company cut down its manufacturing 
units by the disposing of two plants. 

In Table II, earnings for the last 
four fiscal years are given. It is worth 
nothing that in the last fiscal year the 
company wrote down patents account 
out of current earnings from $981,190 
to $1, which item meant a difference of 
about $3.50 in per share earnings on 
the common stock. In the last three 
fiscal years equities equal to $62.50 a 
share have been added to the common 
stock. In view of the fact that Amer- 
ican Locomotive is still regarded as a 
“war bride” and that the market cur- 
rent has set strongly against this class 
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of securities, the investor would do 
well to sell now and await the oppor- 
tunity afforded by lower prices. 


Baldwin Locomotive 


Since 1914 Baldwin common has 
furnished more than its share of mar- 
ket thrills, and at times its acrobatics 
have been almost too bewildering to 
follow. The stock has been as high 
as 154 and as low as 26%. All this in 
1915. Since then fluctuations have 
been wide enough, but the extremes 
have not been duplicated. Despite the 
vast amount of gossip that has been 
disseminated, Baldwin common re- 
mains in the non-dividend class. Irre- 








TABLE II—AMERICAN LOCOMOTIVE 


Year Operating Surplusfor % Divs. 
June 30 Income Common Earned Paid 


1915... *$ 1,142,602 one 

1916... 11,070,434 $9,019,429 $36.08 ... 
1917... 9,599,191 5,451,680 21.80 196 
1918... 10,229,505 4,161,137 16.64 5 


*Deficit. 
fIncludes 1% paid for benefit of Red 
Cross. 


spective of this, the company has un- 
doubtedly made great strides in the 
right direction but not until the year 
1917 did earnings bear out the predic- 
tions that were made from 1915 on. 

Unlike American Locomotive, Bald- 
win has been expanding facilities, and 
current reports are to the effect that 
there are plans for the construction of 
two new locomotive manftfacturing 
units. If these are built, the Govern- 
ment will doubtless lend financial as- 
sistance. Baldwin has acquired the 
Standard Steel Works, and has built a 
giant plant at Eddystone, where the 

roduction of ordnance and munitions 
is in full blast. The work at Eddystone 
is carried on by the Eddystone Muni- 
tions Corporation, all of whose stock 
is owned by Baldwin. 

When, in 1917, earnings grew to a 
most respectable figure, Baldwin took 
advantage of the re geen to adopt 
a drastic policy with regard to good 
will and patents account. In the year 
ended December 31, 1917, $15,000,000 
was written off surplus on account of 


good will and patents, leaving the com- 
pany’s total surplus only $55,346. This 
small figure really means little, when 
the importance of the step in connec- 
tion with setting up a true value of 
capital assets is considered. Another 
factor is that the undistributed profits 
of the Standard Steel Works at the end 
of 1917 were equal to $14.58 a share on 
Baldwin common stock. This balance 
is not included in the earnings of the 
Baldwin company. 

Prior to the formation of the Eddy- 
stone Munitions Corporation, and the 
practical assumption of its operations 
by the United States Government, the 
plant had been working on rifle con- 
tracts for foreign governments. These 
contracts were the basis of much of 
the bullish enthusiasm on Baldwin, but 
they turned out to be anything but 
bonanzas. This business, however, did 
not inflate Baldwin’s assets or earnings 
account, for depreciation and amortiza- 
tion charges prevented the establish- 
ment of false or paper values. 

In the year ended December 31, 1917, 
Baldwin did a gross business of $98,- 
000,000 of which 63,000,000 was loco- 
motive business. Unofficial reports 
have had it that net earnings for 1918 
might run as high as $20,000,000 before 
taxes, compared with $12,000,000 for 
1917.. The company, in addition to the 
munitions business at Eddystone, 
which is working smoothly, is known 
to have received large orders for loco- 
motives for the military roads in 


TABLE III—BALDWIN LOCOMOTIVE 


Operating Surplusfor % Divs. 

Income Common Earned Paid 
320,609 dees 
2,725,572 $1,427,816 $ 7.14 
6,631,711 1,219,466 6.09 
11,779,020 6,905,723 34.53 


Year 
Dec. 31 


1914.... $ 
1915.... 
1916.... 
1917.... 


France. It has been estimated that for 
every 1,000,000 men sent abroad 2,000 
locomotives would be needed over 
there. 

Baldwin had added in the last three 
years between $47 and $48 a share in 
equities for the common stpck. The 
common is not a stock in which to 
trade on a small margin, nor is it to 
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be classed.as other than a speculative 
issue, but to those who can afford the 
risks involved, it offers attractive pos- 
sibilities’ For the present, however, 
it should be sold rather than bought, 
as its immediate trend is downward. 


N. Y. Air Brake 


New York Air Brake has been very 
liberal with stockholders, more so than 
the other equipments. Tremendous 
profits were made in 1916, which re- 
sulted in the establishment of a 20% 
dividend rate. The market action of 
the stock, however, indicates that this 
dividend is by no means considered a 
surety. Certainly the shares are not 
selling where they would if the present 
dividend were regarded as assured for 
some time to come. 

Since 1914, the only big year that 
Air Brake has had was fo 6. Then 
$82.15 a share was earned. A severe 
slump in business occurred in 1917 and 
per share returns dropped to $18.94, or 
less than the dividend requirements for 
the year. It was announced that the 
1917 dividends were paid from 1916 
earnings, and the company also had 
to make inroads upon accumulated sur- 
plus to pay war taxes. The net results 
was that the total surplus profit ac- 
count decreased from $6,082, 90 at the 
— 1916 to $6,480,829 at the end of 

Foreign orders were completed dur- 
ing the early part of 1916, and U. S. 
Government orders did not begin to 
come in until the last half of the year. 
This was given as the main reason for 
the falling off in the volume of busi- 
ness. At the beginning of 1918 muni- 
tion orders for the United States Gov- 
ernment totaled over $30,000,0000, and 
orders for air brakes were the largest 
the company ever had on the books. 
Since the first of the current year the 
company has booked orders for air 
brakes for 35,000 cars. 

All in all, New York Air Brake seem- 
ingly is more dependent, at present, 
upon munitions business for big earn- 
ings than the other equipment stocks. 


Before the war the company earned 
an annual average of about 6% on 
stock, and the fluctuations in earnings 
do not inspire the belief that normal 
business will allow a $20 dividend. The 
increase in the equipment business nat- 
urally means substantial orders for the 
company in its regular lines, but the 
shares do not act as if any too great 
confidence were placed in the continu- 
ance of what might be called abnormal 
and temporary earning power. Table 
IV will reveal the ups and downs of 
earnings over the past four years. The 
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TABLE IV—NEW YORK AIR BRAKE 


Operating Surplusfor % Divs. 
Income Common Earned Paid 
$1,175,496 $ 641,046 $ 6.41 $6 
2,373,280 1,343,285 13.43 6 
9,967,822 8,214,962 82.15 11% 
2,364,893 1,893,826 18.94 20 





Year 
Dec. 31 


present price of the stock is too high 
in view of the uncertainties which 
hedge the future. 


War Taxes 


A word remains to be said about 
taxes. Because the proposed revenue 
program has not yet been whipped into 
final shape, and because there are pos- 
sibilities that proposed tax rates may 
be changed before the bill before Con- 
gress goes to the President for signa- 
ture, it is impossible to estimate ac- 
curately the effect upon 1918 earnings. 
It is definitely established that levies 
will be greater than those of last year, 
and correspondingly larger inroads will 
be made into manufacturing profits. 
For the year ended June 30, 1918, 
American Locomotive charged off $4,- 
000,000 for taxes, which included an 
estimate for the anticipated increase 
for the first half of 1918. Baldwin set 
up a tax reserve of $1,750,000 out of 
1917 earnings, and New York Air 
Brake showed a charge of about $1,- 
000,000. American Car & Foundry’s 
tax bill was not revealed. 
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ATCHISON—Loses Decision—Was di- 
rected to return approximately $35,000 in 
excess freight rates, with interest, to ship- 
pers in San Joaquin Valley and elsewhere 
by state supreme court in San Francisco, 
Oct. 5, in a decision which said that collec- 
tion of this sum was in violation of short- 
haul clause of state constitution. The suit 
was brought by California Adjustment Co., 
assignee for approximately 15,000 separate 
claims for excess rate returns developing in 
1912. The company claimed railroad 
charged a greater rate between Oakland 
and San Francisco and San Joaquin Valley 
points than it did between San Francisco 
and Los Angeles. Constitution states that 
a short haul cannot exceed a long haul rate. 


CANADIAN PACIFIC—Special Tax— 
Cabinet Council met in Special Sessions 
Oct. 8 to consider regulations governing 
collection by Government of income tax 
imposed upon this company several months 
ago, when a general increase in railway 
freight rates of approximately 15% was 
authorized by Government. Mr. E. W. 
Beatty, general counsel for company, was 
in attendance on behalf of company. It is 
understood that the proposed regulations 
were approved. It will be recalled that one 
of grounds of opposition to an increase in 
freight rates was that C. P. R. was in no 
need of increased revenues that would arise 
therefrom. An order-in-council was in con- 
sequence passed, providing for repayment 
in form of taxes to Government of greater 
portion of whatever betterment company’s 
revenues might show as a result of general 
increase. It was estimated at time that 
taxation would put seven million dollars into 
public treasury. 


CHICAGO, MILWAUKEE & ST. 
PAUL — Market Firmness — Strength 
in the preferred stock is due to the 
expectation that the company will receive 
additions to the Government compensa- 
tion as originally estimated. It is fig- 
ured that the standard return may mean 
annual assured net income of $13,000,000 to 
the system. On this basis, after the pay- 
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ment of the 7% preferred dividend, a bal- 
ance equal to about $4 a share on the com- 
mon stock would remain. Nothing is said 
of the’ possibility of making up to pre- 
ferred stockholders the unpaid dividends 
for 1918. The stock is non-cumulative. 
St. Paul stockholders have had weary wait- 
ing during this year. It begins to look as if 
owners of the preferred had something to 
look forward to, but holders of the com- 
meen may have to remain on the “waiting 
ist.” t 


CHICAGO, ROCK ISLAND & PA- 
CIFIC—Claims Government Compensation 
—Recently submitted its brief to the Govern- 
ment setting forth what it believes should be 
the annual compensation during Government 
control. The lines were under operation by 
a receiver during part of the three years 
standard test period, and the company 
claims that the net operating income guar- 
anteed by the Government should be $19,- 
828,859 and not $14,953,605 the net operat- 
ing income shown in reports to the Inter- 
state Commerce Commission for the three 
years. Specific provision was made in the 
rail control bill for special compensation to 
those roads who were burdened by re- 
ceivership during the test period, and the 
results of Rock Island’s claims will be 
watched with especial interest. A good 
line on the attitude of the Railroad Admin- 
istration should be gained by its action with 
Rock Island. If the road secures the com- 
pensation of $19,828,859, it will mean 6.1% 
on the common stock after the payment of 
full dividends on the 7% and 6 referred 
stocks. These preferred stocks look like 
attractive speculative rail shares. They are 
both paying full dividends, and yielding 
inviting returns on market prices. 


ERIE — Dividends — Stockholders still 
after dividends on the preferred stocks. 
Hope deferred seems to make the heart 
strong in this case. It is reported that 
stockholders have sent a letter to Presi- 
dent Underwood asking as to the possibil- 
ity of payments on the senior stock issues 
on the strength of the Government’s guar- 
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antee of earnings. The letter says that the 
annual rental is $16,500,000 and that sum to- 
gether with other income will result in a 
surplus applicable to the preferred stocks 
equal to 11% on the first preferred stock 
and 8% on both the first and second pre- 
ferred stocks. The company has $47,892,000 
first preferred non-cumulative and $16,000,- 
000 second preferred non-cumulative stock, 
both of which are entitled to 4% dividends. 
Erie in the last ten years has spent largely 
on property improvements with the result 
that it has a double tracked trunk line 
practically all the way between New York 
and Chicago. It is far from the transporta- 
tion joke that humorists would have us 
imagine, and has a record for freight 
transportation that has stood the big tests 
of the past few years in a commendable 
manner, 


LEHIGH VALLEY—Quarterly Report, 
too 30, 1918—Operating revenues were 
16,001,771, as compared to $14,150,830 in 
1917; net revenue was $1,446,761, as com- 
pared to $3,953,869 in 1917; net income for 
the period was $1,026,389, as compared to 
$3,565,934 in 1917. 


LOUISVILLE & NASHVILLE—Earn- 
ings—August gross was $10,873,686, as com- 
pared to $6,771,278 in 1917. Net was $3.- 
882,887, as compared to $2,105,755 in 1917. 
Gross for eight months was $63,377,202, as 
compared to $49,244,092 in 1917. Net was 
— as compared to $15,360,835 in 


MISSOURI, KANSAS & TEXAS—Re- 
port—For August and eight months was: 


1918 
$ 5,049,031 
4,573,324 
159,654 


1917 
$ 3,809,062 
2,585,873 
135,454 
1,086,435 
1,105,985 


26,932,164 
21,097,230 
1,072,657 
4,753,897 
4,785 434 


August 
Total operating 
revenue 
Total operating exp. 
Taxes J 
Operating income .. 315,500 
Net operat’g income 195,626 
Jan. 1 to Aug. 31 
Total operating rev. 33,254,984 
Total operating exp. 30,468,621 
Taxes 1,231,730 
Operating income.. 1,552,603 
Net operat’g income 804,247 


NEW YORK, NEW HAVEN & HART- 
FORD—Sale Postponed—Order was made 
in United States district court by Judge 
Julius M. Mayer, granting a further exten- 
sion of time within which certain stocks 
held by this company should be sold from 
Feb.. 1, 1919, to Oct. 1, 1919. This com- 
prises 219,189 shares of common stock and 
6,543 preferred of the Boston & Maine R. R. 
Co., 31,065 common and 244,939 shares of 
preferred of Boston Railroad Holding Co., 


and numerous minor holders. This action 
was taken on application of four survivin 

trustees appointed under decree of Oct. 17, 
1914, in dissolution suit brought by Govern- 
ment. 


PENNSYLVANIA — Dividend Safe — 
President Rea, in a letter to  stock- 
holders, says; “It is impossible to fore- 
cast the exact net income of the com- 
pany, but the estimated compensation to be 
paid by the Government in addition to the 
estimated income the company will derive 
from its investments in the securities of 
other companies, will, in the opinion of 
directors, enable the company to continue 
the 6% dividend upon the capital stock, and 
have a moderate annual surplus during Fed- 
eral control.” Mr. Rea added that during 
the three test years large expenditures had 
been made which were not fully reflected 
in the earnings of those years, and indi- 
cated that it was the intention of the com- 
pany to ask for added compensation on 
those grounds. Not the least interesting 
phase of the rail situation is the amount of 
success the railroads meet in impressing 
upon the Director-General of Railroads the 
reasonableness of their claims for extra 
compensation. Stockholders on Oct. 30 will 
vote on the proposition to accept the Fed- 
eral contract. There is no reason to doubt 
its approval. 


PERE MARQUETTE—Report—August 
gross was $2,756,665, an increase of $669,314 
over 1917. Net operating income was $44,- 
389, a decrease of $487,736 from 1917. Gross 
for eight months was $17,624,281, an in- 
crease of $2,221,279 over 1917. Net operat- 
ing income was $1,199,245, a decrease of 
$927,946 from 1917. 


SOUTHERN PACIFIC — Government 
Compensation—Stockholders on Oct. 9 
authorized the directors to enter into a contract 
with the Government to determine the amount 
of annual compensation to be paid the 
road during the period of Federal control. 
The exact amount of compensation has 
not yet been determined. There has been 
no doubt of the company’s ability to con- 
tinue the present 6% dividend rate, and dur- 
ing the recent move in the rails, supposedly 
predicated upon peace, Southern Pacific 
stock demonstrated the regard in which it 
is held. Earnings of the system for the 
eight months ended August 31 showed a 
gain of $13,387,000 in gross, but a decrease 
of $7,770,980 in net operating income. Ex- 
cept as they show the effect of the 25% 
increase in freight rates, these figures have 
lost much of their ordinary significance. 
The “standard” returns to the road is now 
based upon the average earnings for the 
three fiscal years preceding June 30, 1917, 
and not upon current results. 
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AMERICAN SUMATRA—As a Peace 
‘Stock—Now being boomed as a peace stock. 
It is claimed that where nearly every other 
industry in the country is selling a large 
portion of its output to the Government 
and will have to undergo a readjustment 
when Government orders stop, American 
Sumatra sells no goods to the Government 
and will have to undergo no such readjust- 
ment. Bears on American Sumatra have 
claimed that when direct competition is re- 
established with tobacco from the Island of 
Sumatra, American Sumatra’s business will 
suffer. Friends of the company say that not 
one-quarter of the business is under such 
competition. Capital is being made out of 
the theory that prohibition will lead to a 

much greater use of tobacco than at present. 
' The fact remains that American Sumatra 
_ has increased its business over one thou- 
sand per cent since organization and is pay- 
ing dividends at the rate of 10% on the 
common stock. The question of increase in 
capital stock and distribution of a stock 
dividend is in the “off again, on again” 
period. 


AMERICAN WRITING PAPER — 
Protective Committee— Representing the 
holders of the company’s first mortgage 
5% bonds, which mature July 1, 1919, has 
been organized -and a call for de- 
posit of the bonds is expected. Perhaps the 
long awaited financial readjustment of 
American Writing Paper is coming to 
pass. Much has been said in the last 
year or two about the promising possibili- 
ties of American Writing Paper and new 
financial interests entered the property a 
year or so ago, represented by Henry 
Evans, James N. Wallace and other New 
York financiers. The company had one 
good year and that was in 1916 when 20% 
was earned on the preferred stock, which 
is a 7% cumulative issue and upon which 
124% in back dividends is due. In 1917 only 
1.20% was earned on the preferred stock. 
The company is plainly in need of a finan- 
cial readjustment. 


EMERSON PHONOGRAPH—Status— 
Important and highly favorable develop- 
ments have recently taken place in this 
company’s affairs. The business and finances 
have been greatly strengthened through the 
addition a new working capital, provision 
for an increased output, improved credit 
facilities and new sources of revenue. Net 
result should have an important effect seen 
this company’s future and shareholders 
should feel highly gratified. 


GENERAL MOTORS—Earnings Con- 
tinue Good—Action of General Motors com- 
mon is erratic. Earnings are not. In the 
six months ended June 30, 1918, net profits 
were $11,717,480, equal to over $11 a share 
on the $105,141,700 common stock, and al- 


most equal to a year’s dividends at the rate 
of 12%. Through the merger of Chevrolet 
with General Motors, the stock of the lat- 
ter company was increased from $82,000,000 
to the above total. The balance sheet as of 
June 30, 1918, showed an increase of $13,- 

,000 in cash as compared with December 
31, 1917, while accounts payable increased 
$7,000,000, and inventories went up $10,000,- 
000. The balance for common stock was 
seared after the deduction of over $13,000,- 

for Federal taxes and extraordinary ex- 
penses. General Motors, like all the motor 
concerns, is on practically a war basis, and 
if the returns for the first half of the year 
are any guide, does not seem to be suffering. 
It may be that the second half’s results will 
be somewhat different, but the margin 
above the 12% dividend rate on the com- 
mon stock is still large enough to keep 
away worry from those who hold the stock 
for the income return. 


INTERNATIONAL AGRICULTURAL 
CORP.—Yearly Report—For the year ended 
June 30, reported an increase of $1,653,000 
in gross earnings over the previous year. 
After deducting expenses there remained 
a net income of $2,726,678, compared with 
$1,975,173 the year before. The balance 
available for dividends was $1,044,933 which 
mr $8 a share on the preferred stock, 
which is paying dividends at the rate of 
$5. President Fleming says that the total 
finished fertilizer sold displays a gratifying 
increase over the preceding fiscal period. It 
is also likely that the returns from the com- 
ee output of sulphuric acid are better. 

nternational Agricultural Corporation is 
one of the companies being watched for its 
peace prospects. 


LACKAWANNA STEEL — Earnings — 
On returns for the first nine months of 
1918, it is estimated that for the year end- 
ing December 31 next Lackawanna Steel 
will earn between $24 and $25 a share on the 
common stock. This would compare with 
$45.89 a share earned in 1917. For the nine 
months ended September 30 net profits 
were $6,991,376 agelact $12,749,219 in the 
same period of 1917. This is after allow- 
ing $11,250,000 for taxes, against $7,267,790 
last year. Unfilled orders on September 30 
amounted to 451,405 tons compared with 
791,962 tons at the same time a year ago. 
Lackawanna is paying regular dividends of 
6% on the common, and extra dividends of 
the same amount. In 1917 stockholders re- 
ceived 12%. Sometime in the next month 
or so, stockholders will know whether they 
may expect the same total this year. So far 
an extra dividend of 2%% has been paid, 
and to make 12% for the year the extra 
dividend of 314% would have to be ordered 
by directors. This was the amount de- 
clared at the end of 1917. If the compan 
earns $24 or $25 a share, dividends of 12 
would be covered twice. 
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NATIONAL CONDUIT & CABLE Co. 
—Unfilled Orders—It is reported that 


company has unfilled orders on its books 
involving thirty million pounds of material. 
The company is still worried over the 


labor situation and the necessary num- 
ber of employees cannot be obtained. In 
1917, it will be remembered that strikes at 
the Hastings plant put a crimp in earnings. 
National Conduit Cable was extremely 
well advertised when the corporation in its 
present form was organized in 1917. Div- 
idends of $4 a share were immediately 
started on the capital stock, but only two 
quarterly payments of $1 per share were 
made. Earnings from April 1, 1917, to 
December 31, 1917, were equal to $2.70 a 
share on the 250,000 outstanding shares, 
instead of three or four times that amount, 
as forecast when the stock was put on the 
market. National Conduit & Cable was in 
business many years before the present cor- 
poration was organized and is understood 
to have shown substantial returns, but the 
expanded organization has yet to prove to 
stockholders that it is a success. 
t 
STUDEBAKER —Stronger Position — 
Before peace reports took control of 
market, started on an upswing that was 
slightly reminiscent of its actions in the 
great war markets of a few years ago. 
Then when peace was said to be the deter- 
mining price factor, Studebaker shares con- 
tinued to move up. Motor stocks are peace 
issues, or so a substantial part of the trad- 
ing element argues.. Irrespective of this, 
there have been reliable reports that Stude- 
baker has turned the corner. The compan 
got into some difficulties last year throug 
large bank loans, big inventories, which 
could not be quickly liquidated, and the 
change from a peace to a war basis that 
faced the motor makers. Bank loans have 
been reduced, and Government contracts 
have employed the plants at capacity. It 
is now said that Studebaker has over 75% 
of capacity devoted to Government produc- 
tion. The company has a British order for 
standard automobiles, and it is said that 
total war work amounts to $50,000,000 com- 
pared with $2,000,000 a year ago. Total 
automobile output for 1918 will probably 
not be above 25,000 cars compared with 
42,357 in 1917 and 65,000 in 1916. If the war 
continues the 1919 production should show 
a further decline. If it does not, thé ques- 
tion of how long it will take motor com- 
panies like Studebaker to shift from a war 
to a peace basis remains to be answered. ' 


SWIFT & COMPANY—Segregate Can- 
ning Business—A circular has been issued 
giving details of plan providing for the seg- 
regation of Libby, McNeil & Libby, which 
is owned by the company and which has 
done its canning business. Each share- 
holder of Swift & Co., of record Oct. 26, 


will have right under plan to exchange one- 
tenth of his Swift stock for as many shares 
of Libby, McNeil stock as he owns shares 
of Swift stock of record Oct. 26. The First 
Trust & Savings Bank of Chicago, will act 
as depositary of stock under the terms of 
the plan. About Nov. 6, Swift shareholders 
will receive a notice telling number of Lib- 
by McNeil shares which they are entitled 
to acquire, also number of Swift shares ex- 
changeable for Libby, McNeil stock. The 
total number of Libby, McNeil shares that 
will be involved in the plan is 1,275,000. The 
company was organized under laws of 
Maine, with a capital of 1,280,000 shares of 
the par value of $10 each. The circular 
states that any shares of Libby, McNeil 
stock not exchanged for Swift stock on or 
before Oct. 30, may be disposed of as may 
be deemed advisable. 


U. S. STEEL—Foreign Hol The 
coming of péace will lend more than the 
usual interest to foreign holdings of common 
stock. On September 30 there were 495,000 
shares of common held abroad, or 9.7% of 
the total. Preferred holdings abroad were 
4.11% of the total. Holland still held 229,- 
285 shares of common, and shares credited 
to German holders were 574, and to Aus- 
trian holders 2,887. Will there be any “re- 
placement” in the next few years? At the 
close of September there were 2,230,284 or 
43.88% of the total number of common 
shares held by brokers, a figure that was 
practically unchanged as compared with 
the previous quarter. Investors holdings 
on September 30 were 2,852,741 shares or 
56.12% of the issue. 


WOOLWORTH—Sales Gain—Sales for 
September and the nine months of the year, 
with comparisons, as follows: 


1918 Increase 


September $518,985 
9 months 7,486,801 

Of increase in sales for September stores 
which have been rating a full year ac- 
counted for $183 while the same stores 
accounted for tg 804 of total gain for 
nine months. Up to October 1 this year 
company opened 32 stores, bringing the 
chain up to 1,032 stores. Inventories on 
October 1 were $18,300,000, largest amount 
of merchandise ever had on its shelves. 
This is a gain of $1,300,000 over inventories 
on the same date of 1917. These goods 
have been obtained considerably ahead of 
time to take care of holiday trade which in 
Christmas week alone exceeds $7,000,000 
Sales this month are reported to be show- 
ing big — over October of last year, 
due mainly to prosperity of the farmers. In 
October company conducts a nation-wide 
sale, known as the “Harvest Sale,” this 
being time when farmers generally have 
harvested their crops and have time to 
spend their money. 
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Wire Security Holders Protected 


Government Guaranties to American Telephone & Tele- 
graph and Western Union are Liberal— 
Two Companies Contrasted 





By PRESTON S. KRECKER 





HE tables have been completely 
turned on the pessimists in the 
mma case of American Telephone & 
Telegraph and Western Union 
by the satisfactory agreements reached 
by the Government and the two com- 
panies on the terms under which the 
Government will operate their wire 
systems. These terms are so eminently 
fair to security holders as well as to 
the companies themselves as to remove 
all cause for alarm regarding the future 
of the properties and of investments in 
bonds and stocks of the corporations. 

The contracts with the Post Office 
Department are substantially alike in 
each case. Briefly the Government 
guarantees not only interest on bonds 
but dividends on stock at current rates, 
will pay all taxes and operating charges 
and agrees to maintain the properties 
in a full state of efficiency. There has 
been neither the prolonged delay which 
characterized the negotiations between 
the railroads and the Government after 
it took over those properties nor the 
unsatisfactory outcome in the form of 
a contract such as was evolved in the 
case of the railroads. 

In view of the economic disturbance 
caused by the war the future of the 
two wire companies is much safer 
under the wing of the Government than 
it would be if they were left to fight 
their own battles with labor and higher 
cost of materials and service, while 
under the conditions accepted by the 
Government, the rights of all security 
holders are so well protected that they 
can contemplate their own status with 
complete satisfaction. 


Amer. Tel. & Tel.’s Contract 
In details the agreements reached by 


the two campanies differ somewhat. 
Taking first the case of the American 
Telephone & Telegraph Co., an impor- 
tant principle adopted as a basis for 
compensation is that which provides 
that any compensation fixed for the 
period of control is to be considered as 
compensation for an emergency period 
and not in any way considered as estab- 
lishing the value of the property. The 
significance of this provision is clear. 
Should ‘the Government eventually 


TABLE I—AMERICAN TEL. & TEL. 


Dividend 
Paid 








% Earned Surplus 

$5,662,551 

6,059,113 
6,079,071 

5,563,815 
6,047,387 
5,466,053 
4,762,139 
5,518,046 
6,891,090 
5,989,492 
Se 
take over the properties of the com- 
pany permanently, the value of the 
physical properties it acquired would 
not be fixed on the basis of the com- 
pensation which the company receives 
during the present war period. In 
short the company reserves the right 
to ask for a higher valuation. 

It further provides that extensions 
made with the pa of the com- 
pany with money furnished by the Gov- 
ernment shall be paid for in annual 
instalments of 5% after the period of 
control ends. Extensions made by the 
Government to meet war emergencies, 
without the approval of the company, 
shall be appraised by the Interstate 
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Commerce Commission and then paid 
for in like manner. Surplus profits 
from operation may be invested by the 
Postmaster General. Full provision is 
made for maintenance of depreciation, 
amortization, and other funds. 

The agreement specifically provides 
for the payment of dividends “at the 
existing rate upon the share capital of 
the Bell system outstanding in the 
hands of the public.” American Tele- 
phone & Telegraph’s dividend rate is 
8% a year. Under the contract stock- 
holders are assured that return on their 


regard to dividends. Instead of guar- 
anteeing the current rate, the Govern- 
ment fixes the lump sum of $8,000,000 
as annual compensation, after all in- 
terest on bonds of the company and all 
dividends and interest on outstanding 
stocks and bonds of subsidiary com- 
panies, taxes and operating charges. 
This guaranty more than secures the 
present rate of 7% a year, which last 
year called for the distribution of $6,- 

The surplus of $1,000,000 a 
year under the agreement, is to be 
loaned to the Government without in- 
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shares during the entire period of Gov- 
ernment control. Payment of any 
charges, interest, dividends or other 
costs on new securities or share capi- 
tal issued, is also guaranteed by the 
Government. The guaranty covers the 
interest on the $48,367,200 seven-year 
convertible 6% bonds sold by the com- 
pany last August. 


Western Union 
Western Union’s agreement is sub- 
stantially like that of the American 
Telephone & Telegraph Co. except in 


terest towards financing approved ad- 
ditions and extensions. If new securi- 
ties are issued the Government will 
pay dividends or interest as the case 
may require. This $8,000,000 a year, 
however, will not comprise the entire 
annual income of the company because 
under the contract it will continue to 
operate its eight transatlantic cables 
and will receive the income from this 
source in addition and also its non- 
operating income, which last year 
amounted to $1,484,711. 

That no similar provision was made 
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in the case of the American Telephone 
& Telegraph Co. obviously was due to 
the fact that the latter corporation is 
essentially a holding company and the 
bulk of its total income is derived from 
the interest and dividends yielded by 
securities owned. 

Not only have the wire companies 
made a better bargain than the rail- 
roads, but the initiation of Govern- 
ment control finds them at the zenith 
of their prosperity, which was cer- 


egraph Co. with that of the Western 

nion Co. which is suggested under 
these circumstances, proves decidedl 
favorable to the latter- company. ft 
also shows that, while the Western 
Union has progressively improved its 
earning power in the last decade until 
today it is vastly larger than it was in 
1908, no such striking gain has been 
made by its rival. 

In 1908 Western Union had a gross 
income of $28,582,212. It had a bonded 
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tainly not the case with the railroads. 
The result is that stockholders of the 
wire companies are guaranteed divi- 
dends at the highest rates in the histo 
of their respective companies as well 
as maintenance of the properties in the 
highest state of efficiency ever known, 
while the integrity of the financial po- 
sition of the companies will be fully 
protected. 


The Two Companies Compared 


A comparison of the financial posi- 
tion of the American Telephone & Tel- 


debt of $38,645,000 and its interest 
charges were $1,732,250 annually. That 
ear it earned these 1.97 times. Its net 
income after fixed charges was $1,670,- 
747. It earned 1.67% on its stock and 
id $1,714,572, equivalent to 1.75% on 
its eas $99,817,100, leaving a 
deficit of $43,825 for the year. 
Contrast this showing with that for 
the year 1917 and a full measure of 
the improvement achieved in 10 years 
is a ent. Gross operating revenues 
in 1917 were $76,995,511 or nearly three 
times what they were in 1908. 
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Its ratio of operating’ expenses to 
gross had been reduced from 88.1% to 
81.5%. Its bonded debt had been cut 
from $38,645,000 to $28,637,000 and its 
interest charges from $1,732,250 to 
$1,331,850 a year. 

Whereas it had earned its fixed 
charges only 1.97 times in 1908, in 1917 
it earned them 11.78 times. It earned 
14.40% and paid dividends of 7% on its 
stock, calling for the disbursement of 
$6,982,298, or four times what was dis- 
tributed on the stock in 1908, and 
nevertheless it carried to profit and 
loss account a surplus of $7,383,068. 
This was possible, not only because of 
greatly enhanced gross business but 
also because at the end of the 10-year 
period under review the Western 
Union Co.’s outstanding stock had not 
been increased one dollar, remaining 
at $99,817,100, or the same as it was 
at the end of 1908. 

Contrast this exhibit with that of the 
American Telephone & Telegraph Co. 
for the same period. In 1908 this com- 

any reported gross income of $28,- 
898,970. It had a bonded debt of $214,- 
000,000 and its interest charges were 
$7,773,307, which it earned 3.31 times. 
Its net income after fixed charges was 
$18,121,707. It earned 11.64% on its 
stock and distributed 8%, or $12,459,- 
156, leaving a surplus of $5,662,551 to 
be carried over to profit and loss ac- 
count. 

During the year ended December 31, 
1917, American Telephone & Telegraph 
had a total income of $56,237,063. It 
had a bonded debt of $190,753,300 and 
its interest charges for the year were 
$10,469,360, which were earned 4.67 
times. It earned 8.83% on its stock 
and distributed 8% or $32,481,614, leav- 
ing a surplus to be carried over of 
$5,989,492. 

Summarizing, we find that Western 
Union succeeded in reducing its inter- 
est charges during the 10-year period, 
and earned them nearly 12 times over 
last year, while American Telephone 
increased its interest charges during 
the same period and earned them but 
4.67 times last year. 

Western Union did not increase its 
capital stock one dollar while American 
Telephone more than doubled it, in- 


creasing it from $180,587,000 in 1908 to 
$435,631,200 in 1917. 

Western Union earned 14.40% on its 
stock and paid 7% last year, while 
American Telephone & Telegraph 
earned 8.83% and paid 8%. 

Western Union’s total profit and loss 
surplus was $29,248,410 as of December 
31, 1917, and American Telephone & 
Telegraph’s $82,373,560. 


The Future 


The future of the American Tele- 
phone & Telegraph Co: of the Western 
Union Co. will remain uncertain until 
the question of ownership is definitely 
settled. It must be assumed that a 
strong demand for permanent Govern- 
ment ownership will be heard after 
the war. The best opinion is that this 


TABLE II—WESTERN UNION 
Dividend 
Paid 
$1,714,572 


% Earned Surplus 
$ 43,825* 


2,875,421 


7,577,263 
7,383,068 


*Deficit. 
rene EEEEEERReneeeenenenmeneneeneneenennnnEeeeeee 
movement will fail, but it is deemed 
possible that the properties will never 
be turned back to their owners uncon- 
ditionally. The Government may in- 
sist upon a broader degree of control 
than has ever been attempted before; 
the era of laissez fairé may be already 
a thing of the past. ‘ 

In any event it does not appear that 
the interests of investors will be jeop- 
ardized. The liberality of the Govern- 
ment in its terms of war time opera- 
tion appears to be a sufficient guaranty 
that the rights of all will be protected, 
whatever disposition is made of the 
properties. Investors in stocks and 
bonds of these companies need have no 
fear of in the meanwhile diminishing 
returns nor of depreciation or deteri- 
oration of the business of the prop- 
erties their securities represent. 
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Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





AMERICAN WATER WORKS & 
ELECTRIC —Income from Subsidiary — 
Proportion of net income of subsidiary 
water companies for the year ended June 
30, 1918, amounted to $618,953, being a de- 
crease of $69,404, and its income from other 
investments, including dividends on pfd. 
stock of West Penn Traction & Water 
Power Co. and bank balances aggregated 
$861,426 (an increase of $11,767). This 
makes a total of $1,480,379. Expenses and 
taxes amounted to $84,121 (an increase of 
$8,687), and interest and other deductions 
aggregated $811,073 (decrease $3,274), so 
that net income remaining for dividends 
was $585,185, contrasting with $648,235 in 
1917. Controls and operates water works 
companies in 90 municipalities and com- 
munities, serving a population in excess of 
1,250,000 


BAY STATE ST. RAILWAY—Asks Rate 
Increase—Applied to Massachusetts Public 
Service Commission for additional revenue 
in order to meet advancing cost of opera- 
tion. Receiver Donham in a statement says: 
The company must have a large increase 
in revenue immediately and I have filed a 
new fare schedule. It has been my inten- 
tion not to file with Public Service Com- 
mission another tariff revising fares but - 
leave this problem to trustees who are ap- 
pointed by Governor to manage the prop- 
erty under legislation passed last winter. 


BROOKLYN BOROUGH GAS—Hear- 
ing Resumed—At hearing before Public 
Service Commission on application for per- 
mission to increase rate of gas from 95 
cents to $1.25 per 1,000 cubic feet, assistant 
manager of company was cross-examined 
by assistant Corp. Counsel. He brought 
out that company held $125,000 in consum- 
ers’ deposits upon which it pays interest 
when accounts are closed. Ass’t manager 
testified that company had paid semi-an- 
nual dividends of 3% during the years 1914, 
1915 and 1916. The witness said that Robert 
Fuller estate owns a majority of stock in 
company, and that this estate is interested 
in Gerard National Bank, which in past 
held short-term notes of company to 
amount of $65,000, all of which has been 
paid off, 


CONSOLIDATED GAS OF NEW 
York—Peace Stock—Consolidated Gas is 
living up to its reputation as a “peace stock.” 
Despite unfavorable conditions, the company 
has maintained its 7% dividend, and when 
peace reports began to have substantial founda- 
tion, the stock moved above par for the 


first time this year. The low price was 
82% made in July, while in December, 1917, 
the shares sold at 76%. Operating ex- 
penses have become acute in the past two 
years due to labor shortage, high cost of 
coal and oil and increased taxes. In 1917 
taxes were $6,940,751, almost equal to the 
7% dividend, and a 21% advance over 1916. 
The company’s coal bill in 1917 was $8,- 
340,000, an increase of 34% over the pre- 
vious year. Meanwhile price received for 
gas has remained unchanged at 80 cents per 
thousand cubic feet. In connection with 
Consolidated Gas it is worth noting that in 
the four years 1914 to 1917 inclusive, the 
corporate surpluses of its subsidiaries in- 
creased $13,000,000, a sum equal to about 
ra the parent company’s outstanding 
stock. 


LACLEDE GAS—To Erect Shell Plants 
—Plants for manufacture of shells are be- 
ing erected in connection with this com- 
pany’s plants in St. Louis, Mo. They will 
be finished in about four months. Esti- 
mated cost for two to be constructed is 
$3,830,300. Contract has been awarded to 
The Austin Co., Cleveland. 


PEOPLE’S GAS—Protest Against Tax 
Valuation—Protested to Chicago Board of 
Review on action of Board of Tax Asses- 
sors in placing a valuation of its property 
at $16,000,000. Company estimates property 
to have a value of $13,140,090. 


WESTERN UNION—Guaranteed Stock 
—It was natural that after allowing the Amer- 
ican Telephone & Telegraph Co. a guaranteed 
compensation that would assure the 8% divi- 
dend on the company’s stock, the Postmaster- 
General should pursue the same course with 
Western Union. When the Government 
assumed control of the wire companies some 
pessimists expressed doubt that present 
dividends would be practically guaranteed. 
Perhaps they had in mind the Federal 
standard railroad contracts. Under the 
arrangement with the Government, West- 
ern Union will receive $8,000,000 yearly, 
after payment of interest on bonds, divi- 
dends and interest on securities of sub- 


sidiary companies; also all taxes and operat- 


ing charges. This $8,000,000 assures the 
7% dividend. The agreement relates only 
to the land lines. All the income from the 
eight transatlantic cables is left to the com- 
pany. Western Union stock responded 
immediately to the satisfactory news, and 
may be regarded, at least so long as Gov- 
ernment control continues, as a guaranteed 
7% issue, 


(59) 











MINING AND OIL 


Prospects for Standard Oils 


Production Versus Consumption—Standards of New York, 
Indiana and Kansas—Their Investment Outlook 





By A. C. LAURENCE 





FOREWORD is necessarily a 

part of an article discussing 

three such_ representative 

Standard Oil Refining Com- 
panies as S. O. of New York, S. O. of 
Indiana and S. O. of Kansas. 

The first question is that of con- 
sumption. We have prepared Graph 
I. to show the course of the increase in 
refining output, and to picture the tre- 
mendous growth of the demand for 
petroleum products since the war. It 
is by developing an industry that a de- 
mand is created for its products. The 
oil refining industry in this country 
has been developed to a very high pitch 
of efficiency since the war and its re- 
ward will be a still further expansion 
in its world markets after the war. 

As indicated in the graph, the con- 
sumption of crude oil for the first six 
months of 1918 was 155,000,000 barrels 
or at the annual rate of 310,000,000 
barrels. The final total will probably 
be nearer 325,000,000 barrels, as the 
present rate of increase over 1917 fore- 
shadows. The latter estimate would 
mean a gain of 134,000,000 barrels or 
more than 70% over 1914. 


Oil Reserves Dwindle 


Greater significance is given these 
figures by consideration of the fact 
that the country’s reserve crude oil 
stocks, despite the very remarkable 
increase in crude oil production in the 
interim, had on June 30 last, dwindled 
to 142,000,000 barrels, thus showing a 
heavy loss from 1914 and 1915. This 
proves that the refineries have been 
called upon to increase their capacit 
for taking crude, beyond the crude oil 
Only the fact that consumption has 
productive capacity of the country. 
outstripped production, can account 


for this situation, and the evidence is 
strengthened by an analysis of the fig- 
ures for the production of principal re- 
finery products ; it being noted that the 
above figures deal only with the con- 
sumption by refineries of the crude oil 
going into these products. 

Reference to the graph again will 
show that gasoline output in the first 
six months of 1918 was 1,657,000,000 
gallons, or at the annual rate of 3,300,- 
000,000 gallons compared with 1,460,- 
000,000 gallons in 1914. The increase 
is nearly 130% and the final figures will 
probably show at least an 140% in- 
crease, because output for the last half 
of the year should be considerably 
more than for the first half. 

The important point is that there has 
been a much greater ratio of increase 
in gasoline production than in refinery 
consumption of crude. In other words 
a large proportion of gasoline has been 
extracted from crude. This is due 
largely to the greater efficiency of re- 
finery methods. The urgency of the 
increase in demand for gasoline, first 
through the marvelous expansion in 
automobile production, (see graph II) 
and then through the ever increasing 
demands for war, has forced the refin- 
eries to key up to the highest pitch. 
It is also noteworthy in this connec- 
tion that the adaptation of the internal 
combustion engine to use a lower 
quality of gasoline motor fuel than 
heretofore has averted a serious short- 
age in gasoline, for otherwise it would 
have been impossible to meet rapidly 
increasing consumptive requirements. 
Thus the necessities of the situation 
have worked to bring about changes, 
both from the refiners’ and the con- 
sumer’s standpoint, which will prove 
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permanently advantageous to the for- 
mer. 

Expert opinion is that gasoline -con- 
sumption will be little affected by 
peace. There may be a temporary 
slackening due to the cessation of its 
employment for purposes of active 
warfare, but consumption in the motor 
transportation division of the armies 
abroad will continue almost unabated 
for a long time after hostilities stop, 
because there will still be need for con- 
veyance of supplies and troops until 
demobilization is completed. Mean- 
while the gasoline demand for business 
and pleasure vehicles in this country 
will be getting back to normal. It will 
probably increase, following a brief 
period of readjustment, at a more 
rapid rate than ever before. It is ob- 
vious to almost any one that the com- 
mercial motor vehicle is in the infancy 
of its development, and that the end of 
the war will see its rapid rise. Gaso- 
line demands from this source should 
in time outstrip the consumption in 
pleasure cars. 

But gasoline, despite its importance 
in the refining industry, will probably 
be less of a mainstay to the business 
in future than it has in the recent past. 
The reason is that efficient refining 
methods have enabled the well equip- 
ped companies to make their so-called 
by-products pay in a bigger way than 
ever before, and for such by-products 
as kerosene, fuel oil, lubricating oils, 
waxes, etc., there should be an in- 
creased after-the-war demand. 


Kerosene and Fuel Oils 


For example, kerosene was the prin- 
cipal export product of our refiners 
prior to 1914. Curtailment of shipping 
facilities has greatly restricted the 
shipments abroad, especially to China, 
while the Central Empires, which were 
formerly our greatest European cus- 
tomers, have received practically noth- 
ing from us. Still the output of kero- 
sene has recovered to almost its 1914 
level, this not being due to any im- 
portant revival of foreign demand, but 
rather to an increase in domestic con- 
sumption. Farm tractors have been 


an important agent in taking up the 
slack. What is even more important, 
the uses for kerosene in this channel, 
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judging from every present indication, 
are insignificant compared to what 
they will be within the next five years. 
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Finally, fuel oils are obtaining a 
widening market which will be prac- 
tically unlimited in future, since the 
coming era of our mercantile marine 
supremacy seems destined to see fuel 
oil displace coal almost entirely in that 
field. The graph, it will be noted, 
shows a sharper gain in fuel oil output 
than in any other refinery product, and 
therein lies the story of a great present 
and future addition to refinery profits. 


In considering the position of the 
refiners; and we are now speaking of 
those whose plants are efficient, that is 
to say those whose refineries are 
equipped to turn out gasoline, kero- 
sene, fuel oil, lubricants and the 
numerous other by-products, thus ex- 
tracting all the profit from a barrel of 
crude; these refiners should encounter 
comparatively little hindrance to con- 
tinued large earnings. There will un- 
doubtedly be lower prices after the 
war because of keener competition. 
The potential demand, as pointed out, 
will exist but it will not be the kind of 
demand that disregards the element of 
price. 

With the decline in prices it is quite 
probable that many of the small re- 
fining plants of mushroom growth will 
be unable to hold their own, such 
plants for instance as are manufactur- 
ing gasoline and only a few other pro- 
ducts, at considerably higher cost 
than the plants which are utilizing all 
residual oil for by-product manufac- 
ture on a diversified scale. The weed- 
ing out of these plants, however pain- 
ful it may be in the process, will be to 
the ultimate advantages of the large 
refiners. 


The facts brought out in the fore- 
going broad survey of the refining out- 
look are intimately connected with the 
position of each of the three companies 
treated of here, though they operate 
in widely separated territories and 
though the business of each is charac- 
terized by an entirely. different set of 
conditions. It is from the combined 
effect of the supply and demand situa- 
tion, however, that each company will 
benefit, because their plants match the 
most modern and best equipped refin- 
ing units in the country. These plants 


are operated upon a thoroughly ef- 
ficient basis and are able to turn out 
their products at as low a cost as any 
direct competitors in their respective 
territories. 


Standard Oil of N. Y. 


Standard Oil of New York owns and 
operates extensive plants on water 
front locations, in Broaklyn and Long 
Island City, New York; with a com- 
bined crude oil charging capacity of 
20,000 barrels a day. In addition the 
company has the Atlas Refinery at 
Buffalo, with a daily capacity of 2,000 
barrels, and a plant at Rabie, N. Y., 
for making shooks for the can and cas- 
ing department of its own and other 
companies. The company maintains 
distributing stations at several New 
England points for marketing its pro- 
ducts, and also does a large foreign 
business. 

In addition to its extensive market- 
ing organization, the New York com- 
pany maintains a fleet of oil-carrying 
ships and barges, through the Standard 
Transportation Co., all of the stock of 
which, except directors’ shares, it 
owns. 

The Standard Transportation Co.’s 
fleet comprises oil-carrying vessels of 
an aggregate tonnage of over 120,000 
gross tons, including four 10,000-ton 
vessels of a special type, built for the 
Far Eastern trade. It is in this trade 
that S. O. of New York has been a 
pioneer and has made a remarkable 
record. The company is planning to 
exploit its oriental markets after the 
war on a grander scale than ever be- 
fore. 

It must not be forgotten, too, that 
in New York state and New England, 
the company controls one of the great- 
est industrial sections and wealthiest 
automobile communities in the United 
States. 

Furthermore the company has 
gained, through acquisition in March 
this year, of 45% of the stock of the 
Magnolia Petroleum Corporation, an 
extremely advantageous connection 
with one of the largest age and 
refining companies in the Mid-conti- 
nent and Gulf coast oil regions. 
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STANDARD OILS 





Present dividend rate is $12 per 
annum or double the rate paid in 1912 
and 1913, despite the fact that the 
capital was increased by a 400% stock 
dividend in the latter year. But the 


earnings have averaged $30.80 a share 
for the past five years. They reached 
the total of $40 a share, after tax re- 
serves in 1917. Earnings will probably 


some 10 points below the high of the 
year and about 70 points below the 
high of 1917 which was the record fol- 
lowing the last increase in capital. 
The yield of about 4.4% is of course 
not attractive in itself but the possi- 
bilities of market enhancement, based 
on growing equities, are so bright that 
the long pull specvestor need not hesi- 


Ss. O. NEW YORK—S. O. INDIANA—S. O. KANSAS 
co 
Capitalization—Surplus—Earnings 
(as of December 31) 


be reduced this year by heavier taxes 
but after the war the eventual ex- 
pansion of the company’s domestic and 
export business may be expected to 
produce net profits probably in excess 
of any other year in the company’s his- 
tory. 

Meanwhile Standard of New York, 
like its sister companies in the Stand- 
ard Oil group is carefully conserving 
its surplus and ripening a future stock 
dividend plum. Gor lus at the end of 
1917 was $90,000; or $15,000,000 in 
excess of the capital stock outstand- 
ing. This means that a 100% stock 
dividend could be declared without im- 
pairing the surplus position. Finan- 
cially, the company is in the strongest 
condition in its history with net work- 
ing capital (as of December 31, 1917) 
of over $100,000,000, equal to $125 a 
share of stock. The book value on that 
date was $221 a share, but it need 
hardly be said that this does not truly 
represent the equities, since it is prac- 
tically certain that assets are heavily 
understated in the balance sheet. 

Only recently has the stock been 
strong in company with other Stand- 
ard Oil issues which are making a be- 
lated response to the prospective 
speedy end of the war. At 275, its 
price at this writing, the stock is still 


$ 75,000,000 $75 
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ings 

Capitalization Surplus (5-year 
Authorized Outstanding pershare aver.) 
000,000 $120 $30.83 

,000, 298 74.09 
2,000,000 168 58.85 
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tate to include the stock in his “peace” 
list. 


Standard of Indiana 


Standard Oil of Indiana owns and 
operates refineries at Whiting, Ind., 
Sugar Creek, Mo.; Alton, Ill.; Casper, 
Wyo., and Greybull, Wyo., each of 
which is connected with extensive pipe 
line systems. The refinery at Whiting 
is within a short distance of Chicago 
and Lake Michigan, and is regarded as 
one of the largest and most modern 
plants in the world. The plant is com- 
pletely equipped for the production of 
every product derivable from crude oil, 
and the buildings occupy nearly 400 
acres of land. The capacity of the 
plant, which includes 92 crude stills 
and 200 Burton process pressure stills, 
is about 60,000 barrels of crude daily. 

The Sugar Creek and Wood River 
plants of the Indiana company, can 
handle respectively 12,000 and 40,000 
barrels of crude. The Caspar, Wyom- 
ing, plant, on which over $1,000,000 
has already been spent, will have when 
completed, 120 stills and will be the 
third largest plant in the world. 

In the prolific Butler County, Kan- 
sas, oil fields, the company has recent- 
ly acquired a large acreage of produc- 
ing properties and is erecting a $1,000,- 

refinery at Wichita, Kansas. It is 
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planned to further round out the pro- 
ducing end of the business, and judg- 
ing by the profits of other Standard 
Oil concerns in the producing branch, 
Standard of Indiana will make a “kill- 
ing” also. 

In 1917 the authorized capital was 
increased to $100,000,000. No doubt 
some form of stock dividend will be 
paid out of this after the war. Directly 
after the dissolution the Indiana com- 
pany distributed the largest melon on 
record, the famous $29,000,000 stock 
dividend which increased its capital 
2,900% to the present $30,000,000. The 
capital is still far out of line with the 
earning power and asset value, how- 
ever. 

In 1917, the earnings equalled no less 
than $149 a share, before taxes, for 
which no reserve was made. In 1916, 
earnings of $96 a share were indicated 
against $53 in 1915. 

The surplus amounted to $89,000,000 
or practically 300% of the capitaliza- 
tion on December 31 last, while net 
working capital amounted to $126,000,- 
000 or more than $400 a share. 

At somewhat below $600 a share, the 
stock is currently selling more than 
100 points below its high of the year, 
compared with its record high of $945 
a share in 1917). There is room for 
considerable upward movement in this 
stock, and plenty of reason for its 
reaching a new high price, because the 
declaration of a large stock dividend, 
perhaps of 100% or 200%, only awaits 
the end of the war. Altogether the 
stock is one of the most attractive in 
the Standard Oil group despite the 
fact that the visible dividend return is 
only $12, and the yield a little over 2%. 


Standard of Kansas 


Standard Oil of Kansas is one of the 
smaller of the great offsprings of the 
old New Jersey company, but none the 
less a successful unit. Its capital is 
$2,000,000 having been increased from 
the original capital of $1,000,000 at the 
time of dissolution, by a stock divi- 
dend of 100% in 1913. 

The company operates a refinery at 
Neodesha, Kansas, which has an an- 
nual capacity of more than 3,000,000 
barrels of refined products. This plant 
has 112 stills, of which 60 are under 
the Burton patents. Gasoline and 
naphthas, motor spirits, refined oils, 
gas oils( road oils, fuel oils and petrol- 
eum coke), are among the products 
manufactured. 

Net profits for 1917 increased 96% 
over those of the previous year and 
were equal to 124.38% on the stock 
before deducting war taxes. The 
amount available for dividends, after 
allowing $1,064,447 for war taxes, was 
equal to 71.15% on the company’s $2,- 
000,000 capital stock compared with 
63.51% in 1916 and 28.19% in 1915. 

In the last five years the company 
has increased its plant account by $1,- 
815,008 after depreciation, with a re- 
sultant heavy increase in earning ca- 
pacity. When it embarks in the pro- 
ducing business, which it is now au- 
thorized to do, the scope of its earning 
power will be still further enlarged 
and this will lead inevitably to another 
capital adjustment. 

The stock, it cannot be denied, ap- 
parently has smaller possibilities than 
either S. O. of New York or S. O. of 
Indiana, and while it should return 
handsome profits to the purchaser who 
holds it until after the war, its purchase 
is not advised in preference to the 
other two. 


D. fo 
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Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





GALENA SIGNAL—New Plant—Has 
awarded a contract for a $60,000 concrete 
oil plant to be erected at Toronto, Can. 

i 


LONE STAR GAS—Well Brought In— 
Has brought in a 1,000-barrell well in 
Burkburnett pool, Wichita County, Texas. 
This is an old pool in which a number of 
larger producing companies are located and 
is situated north of new Ranger field. This 
is said to be one of biggest wells completed 
in Burkburnett pool. New well makes third 
which company has completed thus far in 
oil exploitation of its leases in Texas. Other 
two are located in new ranger field, adja- 
cent to holdings of Texas & Pacific Coal 
& Oil Co. and are good for between 700 and 
800 barrels a day. 


PIERCE OIL — Earnings Increase — 
Pierce Oil stock, which not long ago was listed 
on the Stock Exchange, has been lagging be- 
hind in the big upward move in the oil shares. 
The company is expected to benefit from the 
expansion in the Mexican oil trade, and from 
the development of the new oil fields in 
North Central Texas. Whatever the reason, 
earnings are increasing greatly, net in Aug- 
ust being about 75% larger than in the same 
month of 1917. For the seven months ended 
July 31, net income was $2,067,800 com- 
pared with $971,428 for the same period of 
last year. This would indicate earnings at 
the rate of over 19% a year on the $18,- 
564,250 stock outstanding, which has par 
value of $25. For the Exst half of 1918, 
oil output was 2,455,751 barrels, or at the 
rate of 4,900,000 barrels a year. The 1917 
output was 3,893,858 barrels. 


PRAIRIE PIPE LINE—New Lines to 
Increase Production—When new lines from 
north central Texas fields to a Gulf Coast point 
and to Cushing, Okla., are completed com- 
pany will have a capacity of delivering 240,- 
000 barrels of oil a day through its trunk 
line systems, greatly strengthening its posi- 
tion as country’s largest carrier of oil. At 
present company has a carrying capacity of 
180,000 barrels of oil a day. In eight months 
ended August 31 last, company’s shipments 
totaled 40,727,558 barrels, compared with 
34,186,123 barrels in corresponding period 
of last year, and 29,306,691 barrels in 1916. 
Revenue from this increased business, it is 
believed, will take care of new investment 
in additional lines. New line from Ranger 
to Cushing is expected to be finished in 


about ninety days. It will have a capacity 
of 20,000 barrels daily, which will give the 
company a total capacity of 200,000 barrels 
daily at end of period. This completion will 
facilitate building of Ranger to Gulf line 
without affecting company’s strong financial 
position. In last four years Prairie Pipe has 
paid stockholders $100 a share, an average 
of $25 a year. 

ROYAL DUTCH — Purpose of New 
Stock—Issue of new ordinary shares is 
made in order to increase cash resources in 
Holland, which is desirable because pro- 
ducts sold are paid for in pounds sterling, 
and at present rates of exchange on London 
withdrawals would cause a considerable 
loss in exchange. In accordance with de- 
sire of Treasury company has agreed to in- 
vest in British Government bonds, proceeds 
of London subscriptions. 


SINCLAIR OIL—Well Brought In— 
Initial test on Millie Herrod land, in section 
36-15-11, has been completed and is making 
around 150 barrels natural. 


STANDARD OIL (N. J.)—Wage Ad- 
vance—Further increase of 10% in wages 
for its employees. This makes sixth increase 
in wages which company has put into effect 
since outbreak of war. 


TEXAS & PACIFIC COAL & OIL— 
Capital Increase—Has filed an amendment 
to its charter in Secretary of State’s office, 
Austin, Texas, increasing its capital stock 
from $4,000,000 to $5,000,000. This extra 
$1,000,000 stock was sold at $100 a share to 
stockholders several months ago. The 
company has distinction of being discoverer 
of oil in central west Texas, which promises 
to become greatest producing oil district in 
United States. It owns large acreages in 
heart of region where oil has been found at 
both shallow and deeper depths. Its oil 
operations are to be greatly enlarged and 
may include construction of a refinery. 


UNION OIL (CAL.)—Smaller Sales— 
Sales for nine months ended Sept. 30, 1918, 
last amounted to approximately $31,000,000, 
compared with $33,870,889 in year ended 
Dec. 31, 1917. Total profits before deprecia- 
tion were $9,700,000 and net profits subject 
to Federal income and war taxes aggregated 
$6,450,000, 
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Chino Copper Still Growing 


Mills Treating 12,500 Tons of Ore Per Day—Book 
Value of Stock—Status as a Long Pull Investment 





By JAMES SPEED 





song on Boston Common one 

Thomas W. Lawson (also of 
Boston) took his pen in hand and in- 
scribed the following words in connection 
with his former ownership of a certain 
Santa Rita mine: 

“Mr. A. C. Burrage and myself 
had an option on the Santa Rita 
mines. It called for the payment by 
us of a very large amount of cash. 

I supposed we had it ready for pay- 
ment. * * * It suddenly developed 
that the cash which must be in a cer- 
tain bank by eleven o’clock last Mon- 
day would not be there unless under 
‘changed conditions,’ and, as every- 
one knows, I never did hitch well to 
‘changed conditions’! Therefore it 
was necessary to scrabble and not 
stand on the order of scrabbling, but 
then scrabbling is the badge of all 
my tribe, and I scrabbled. Result: 

“The cash was in the bank. Santa 
Rita changed ownership. The big 
banking house which is today at the 
head of coming coppers has Santa 
Rita, and one of my dreams is 
jarred, not marred, but simply 
jarred, which will leave me more 
time to dream out the great Process 
which inside of six months will 
dominate the copper world.” 


Exit Thomas of Boston 


Mr. Lawson was correct in his facts, 
but erred slightly in one of his conclu- 
sions. The Santa Rita mines had 
changed ownership and shortly after- 
wards became the Chino Copper Co. In 
less than six months, however, the great 
“Process” which was to stand the mining 
world on its head, died still-born. At last 
reports it was sleeping peacefully. The 
- above quoted paragraph was the Lawson 
epitaph on his association with a copper 
property which in a few years became a 
mining sensation. 


NE bright May morning in 1909 
'~d when the robins were in full 


In the October 12 issue of THE Maca- 
ZINE OF WALL STREET the career of Dan- 
iel C. Jackling was sketched. No account 
of Chino would be complete without 
mentioning this mining genius, for it was 
he that put Chino on the mining map, as 
he had previously developed Utah, Ne- 
vada Consolidated and Ray Consolidated. 


But let us go back a century or so. 
The old Santa Rita mines located at 
Grant County, New Mexico, were among 
the oldest mines of the state. From 1820 
to 1860, because of the Mexican Revo- 
lution, nothing in the way of develop- 
ment work was undertaken. From 1860 
to 1899, before the Lawson-Burrage- 
Rogers interest obtained control, the 
mines were worked on a piecemeal basis 
by various parties. The Lawson inter- 
ests are reported to have paid $1,125,000 
and are supposed to have contemplated 
turning the property over to the old 
Amalgamated Copper Co. for $5,000,000. 
This profit-making plan was blocked, it 
is alleged, by the late Marcus Daly, who 
was the largest individual stockholder in 
Amalgamated. 

For ten years, then, the Lawson asso- 
ciates had held Santa Rita with a million 
and a quarter tied up. In spite of the 
Lawson lament on its sale—for cash—it 
might not be unfair to conjecture that the 
old crowd were relieved to dispose of 
what they apparently thought was more 
or less of a white elephant. 


The New Chino 


The new interests were individuals 
who were not interested in rigging mar- 
ket quotations, but in honest-to-goodness 
development of real mining properties. 
The new company was capitalized for 
$3,500,000, consisting of 700,000 shares, 
par $5. Of this stock, 275,000 shares 
were delivered in exchange for the prop- 
erty and 25,000 shares were sold for cash 
at par, while the remaining 300,000 
shares were under option to net the com- 
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pany $5 per share. This option was ex- 
ercised, 

It is evident that while the new man- 
agement had great faith in Chino’s fu- 
ture; nevertheless they by no means fully 
realized the magnitude of the company’s 
ore bodies. The first estimates gave the 
property 10,000,000 tons, and how far 
short that was of the realization to date 
is shown by the graph herewith. In this 
connection it is of interest to note the 
following remarks by the Daily Mining 
Record of Salt Lake City in July of 
1909: 


“Mr. Jackling states that several 
million tons of ore have already been 
developed in new ground, and he 
feels perfectly justified in saying 
that a big mine is going to be made 
there, though he does not claim nor 
expect that the property will ever 
reach a stage where it will be entitled 
to class with Utah Copper, Ray Con- 
solidated or the Nevada Consoli- 
dated mines.” 


One of the peculiar features of the 
Chino Copper Co. is that its ores contain 
a combination of all the different forma- 
tions of the low-grade porphyry deposits 
in this country. 

The development of Chino progressed 
smoothly. Before the robins sang again 
in 1910 it was evident that the property 
was to bulk much larger than according 
to original expectations, and by the first 
of July the management felt justified in 
announcing that there were 19,000,000 
tons of partially developed ore in sight 
averaging 2.59% copper. By January of 
1912 Chino had approximately 38,000,- 
000 tons of copper ore averaging 2.31% 
copper. Meanwhile work on Chino’s 
mill was proceeding smoothly, and in or- 
der to carry on operations it was neces- 
sary to issue $2,500,000 bonds, bearing 
6% interest and convertible into stock at 
$25. Meanwhile Chino’s ore reserves 
kept on increasing and it was decided to 
enlarge the mill to a capacity of 5,000 
tons daily. Late in 1911 the first unit of 
the mill started operations. The story of 
Chino’s further growth is merely one of 
repetition. Today the company has up- 
wards of 90,000,000 tons of ore in re- 


serves and its mills a capacity of 12,500 
tons a day. 
Chino’s Earnings 

Before the war Chino was regarded as 
a $2.50 dividend payer and it was not 
expected that its dividend rate would be 
greatly changed for some time to come. 
The war, however, brought a flood of 
prosperity to the company and to the 
other coppers. Chino’s earnings leaped 
skyward. As shown by the tabulation 





CHINO 
RELATION OF ORE TREATED TO 
ORE RESERVE 


(As of Dec.31) 
912 ‘13 ‘4H ‘IS ‘le 


17 


6% 


Copper Conten 


31,1917 but 
i916. 


Ure erve. 


Millionsof Tons 


ter than 


Not reported | 








L 











herewith, Chino’s best year was 1916, 
when it showed nearly $14.50 earned per 
share. In the following year the rev- 
enues from the sale of metals made a new 
high record, but mounting costs had be- 
gun to get r their work, as shown in the 
percentage res of expense to gross in 
the table. e: o vi 

By the beginning of the current year 
the high costs had become a serious fac- 
tor and made it necessary for Chino to 
reduce the quarterly dividend, which was 
$2.50 in September, 1917, to $2 in De- 
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cember, to $1.50 in March and cut it to 
$1 in June,-where it now stands. At the 
present rate of $4 per share Chino is pay- 
ing 80% on its par. 


Life of Chino 


The advantage of a porphyry or any 
low-grade mining proposition where it 
is possible to block out the reserves, lies 
in the fact that the investor is able to 
figure with a fair degree of exactitude 
its minimum life. Chino now has up- 
wards of 90,000,000 tons of commercial 
ore in the ground. In 1917, the year of 
its greatest production, it treated 3,600,- 
000 tons of ore, in round figures. On the 


basis it has 2,156,000,000 Ibs. of copper 
in the ground with a gross value of ap- 
proximately $323,475,000 at 15 cents per 
Ib. On a production cost of 8% cents a 
Ilb., which Chino can make in normal 
times, there is a book value to Chino’s 
869,980 shares outstanding of approxi- 
mately $160 a share. The investor must 
realize, however, that book values under 
ground are different from those above 
ground in that their realization requires 
a long period of time and that, therefore, 
the interest on money invested in such 
stocks is an important consideration. The 
matter of amortization must be taken into 
account when figuring book values. 








Year 


Revenues 


Ended From Sale 
Dec. 31 of Metals 


1911... 
1912... 
1913... 
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Expenses 
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CHINO’S EARNINGS 
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basis of present mill capacity of 12,500 
tons per day, Chino has a life ahead of 
at least twenty-two years. But this is 
not the entire story. Chino’s ore areas 
lie in the form of a great horseshoe. Up 
to the present time probably not more 
than 50% has been thoroughly pro- 
spected for ore. As seen by the graph 
herewith, the company has been able 
each year to make up for the amount 
of ore extracted that year and in 1916 


its ore reserves increased sharply. It | 


was stated in the 1917 report that no at- 
tempt had been made to revise the ore re- 
serve figures, but that they totaled more 
than at the end of 1916, when they made 
a new high record. In short, Chino is by 
no means at the end of its development, 
and while one is sure: of twenty-two 
years more of life the probability is that 
the mine will last many years longer. 


Book Value 


Last year Chino recovered 22.7 Ibs. of 
copper per ton of ore treated. On that 


Chino as an Investment 


At 40 Chino is an excellent long pull 
investment. Its yield at that price is ex- 
actly 10%. Its last quarterly report for 
the three months ended June 30 showed 
a balance after dividends of approxi- 
mately $1,000,000. Even if the price of 
copper should decline very materially in 
times of peace, Chino’s costs will also de- 
cline, and on its record the company 
should be able to pay under almost any 
conditions at least $3 per annum in divi- 
dends. So that the worst an investor 
may expect is a 7% yield on his invest- 
ment. Ona continuing high copper mar- 
ket Chino should be able to pay not only 
its present $4 dividend but something 
worth while in the way of extras. Last 
year the stock sold as high as 6334 and 
up to 74 in 1916 and 573% in 1915. Oper- 
ating two new units to its mill, Chino 
will be able to treat 12,500 tons daily 
from now on, and its market price does 
not appear to have discounted the favor- 
able prospects for the company. 
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Mining Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





AMERICAN SMELTING—Mexican Ex- 
pansion—In recent months company’s op- 
erations have been expanded in a way to 
encourage management. Labor is said to 
be becoming more plentiful and transporta- 
tion conditions are gradually improving. 
Company has started development work on 
four silver and lead properties which were 
acquired several years ago for purpose of 
adding to existing ore reserves when times 
were propitious for work. It is understood 
that approximately $4,000,000 will be spent 
on the undertaking as rapidly as facilities 
can be provided. 


BUTTE COPPER & ZINC—Outlook 
Good—lIndicated tonnage is half million of 
pink manganese with ore proved from 1,000 
level to 400 with two bodies one 27 ft. wide 
and other from 8 to 10 ft. wide with length 
approaching 2,500 ft. Fifty tons daily are 
being sent to new manganese plant of 
Anaconda Copper Mining Company at 
Great Falls. It is expected to maintain a 
daily tonnage of 400 ore carrying 36% 
manganese. An extension of manganese ore 
bodies into Czarroma claim adjoining the 
Emma mine, has been proved. Davis Daly 
Copper Company is expected to pick up 
easterly extension of manganese deposits 
and to make arrangement with latter to 
connect workings for purpose of improving 
ventilation. 


CHILE COPPER—Bonds—Chile Cop- 
per Company has again offered the priv- 
ilege of extending the date of payment for 
the final installment on account of the pur- 
chase of the company’s collateral trust con- 
vertible 6% bonds, due 1932, from November 
29, 1918, to May 29, 1919. These bonds are 
50% paid. The company will continue to 
allow holders interest at the rate of 6% on 
the first installment of the purchase price 
and extended installment receipts will be 
issued to those who elect to extend the 
date of payment of the final installment. 
These bonds are convertible at any time 
into the common stock of the company at 
$35 a share. The common has a par value 
of $25 and a bond holder would receive 
about 29 shares of stock for each $1,000 
bond held. The bonds are selling around 
85 and the stock has moved up to 22. On 
this basis, the stock would have to advance 
to the neighborhood of 30 before conver- 
sion would be profitable. For the eight 
months of 1918 ended August 31, 1918, the 
Chile copper mines produced 65,484,512 Ibs. 
of copper, which is ahead of the production 
for the corresponding period of 1917. 


GRANBY CONSOLIDATED — H 
Costs—Granby earned but $27,133 above the 
$10 a share dividend on its stock in the fiscal 
year ended June 30, 1918. One of the reasons 
for the poor showing was the high costs of 
production at the Phoenix mine. That 
property turned out 8,000,000 unds of 
copper at an average cost of 26.3 cents a 
pound, including reserve for depletion and 
depreciation. Now Granby is reported to be 
considering the use of oil flotation in the 
treatment of some of its low grade ores. 
No contract has yet been signed with the 
Minerals Separation Co. or any of its com- 
petitors, but it is understood that experi- 
ments have been conducted in the use of 
the process. At the Phoenix mine, the re- 
covery was only 15.62 lbs. of copper per ton 
of ore, against 36.10 lbs. from the company’s 
Hidden Creek ores. 


INSPIRATION — Production—In Sep- 
tember, Inspiration produced 7,800,000 Ibs. of 
copper compared with 9,000,000 the preced- 
ing month and making a total of 75,550,000 
for the nine months ended September 30. 
The total production for the whole year of 
1917 was only 80,567,000 Ibs. This figure 
will be easily exceeded this year but the 
total output of 1916 of 120,783,000 Ibs. is not 
likely to be equalled. In July, 1917, opera- 
tions of the Inspiration mines were sus- 
pended on account of labor troubles and all 
through the fall of last year, production was 
at a minimum. In fact, the output did not 
begin to approach normal until the sprin 
of 1918. On an output of 80,567,000 in 191 
Inspiration earned $9.38 a share for the 
stock. The operating costs of last year 
were 10.43c per bond and the average selling 
price was 26.36c per bond. Production costs 
are probably somewhat higher this year and 
oo price should be about the same 
as in - 


NIPISSING— Dollar Silver — Nipissing 
Mines finds “dollar an ounce” silver to its lik- 
ing. The extra dividend of 5% paid on Oc- 
tober 21 will bring total dividends for 1918 to at 
least 30%, the same as was paid in 1917. 
Including this last extra dividend, Nipissing 
has paid total dividends of $17,640,000 since 
July, 1906. The amount of stock outstand- 
ing is $6,000,000, shares $5 par. Current 
financial condition is excellent. Including 
cash, Government war bonds, value of ore 
on hand and in process and bullion ready 
for shipment, resources total $3,720,923. 
Nipissing has produced a total of 51,000,000 
ounces of silver, which is almost one-sixth 
of the entire production of the Cobalt camp. 
Ore reserves as of December 31, 1917, were 
onmnaned to contain 8,076,540 ounces of 
silver, 
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One-Way Pockets—Commonwealth Finance Corporation 
and United States Mortgage Company Under Fire 
to Illustrate Certain Dangers 





By “QUIZZ” 





ELDOM a day passes but our 
Inquiry Department receives let- 
i ters from subscribers, asking for 
———_ our opinion of the Tin Lizzie 
Auto Company or the Unreliable Tire 
Company, or some other well-advertised 
“promotion” which from superficial ex- 
amination would seem a gilt-edge kind of 
—chance to make money. It is not un- 
usual to find the same subscriber mention 
other securities, which he holds, of an 
ultra-conservative kind, and in the same 
breath guardedly suggest that “a friend 
has sent the enclosed prospectus which 
seems good to me, and offers a good op- 
portunity to make money.” 


Commonwealth Finance Again 

The above is a prelude to the repro- 
duction shown herewith from a well 
known New York daily which came to 
the writer’s notice lately. The clipping 
forms the sequel to a minor tragedy in 
which a subscriber, the writer, and the 
Commonwealth Finance Corporation are 
the dramatis personae. The drama is in- 
tended to educate no less than to amuse, 
and we express the hope that a study of 
this playlet will have the desired effect. 

Our subscriber was convinced that the 
Commonwealth Finance Corporation was 
an opportunity to make money. The 
prospectus assured him on the subject, 
financing automobiles on the so-much 
down and so-much a week plan was a 
sure winner (as the records of other 
similar enterprises proved—to the satis- 
faction of the Commonwealth concern), 
and “the peopie behind the company” 
were gentlemen above reproach. We 


conceded these facts, and wrote as fol- 
lows: 


“Commonwealth Finance Corpo- 
ration is an unseasoned enterprise. 
Its balance sheet shows as an asset 
over $2,700,000 for promotion ex- 
penses. Its current assets at last 
report were $603,000 and the out- 
standing common stock $7,500,000. 
Some of this common stock was evi- 
dently held in the treasury as the 
asset side of the balance sheet showed 
treasury stock nearly $4,800,000. A 
recent balance sheet shows, as a ‘de- 
ferred asset’ the underwriting con- 
tract at a valuation of over $3,000,- 
000. This evidently includes the 
‘asset’ of $2,700,000 above, for pro- 
motion expenses. The offering has 
come to our notice through inquiry 
on the part of other subscribers. 
We have analyzed it carefully. Our 
conclusion: the risk of purchasing 
or holding is quite out of proportion 
to the possibility of gain. We see 
no bright possibilities, because of the 
generous capitalization.” 


It may be added that we suggested 
issues such as Maxwell, Pierce-Arrow, 
Willys-Overland, etc., (common and pre- 
ferred), and readers know that those 
who bought and held the latter during 
the past few months have not become 
rich quick, but their money has been 
safe and the result profitable. 

The recipient of the above letter did 
not agree with us. He could not see the 
matter our way, thought our reply some- 
what “laconic,” and as far as we know 
bought and still holds Commonwealth 
Finance. 
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It is true that every enterprise must 
have birth, a genesis in some form or 
other, and that initial capital is necessary 
to start any business. This does not 
mean that the only way to raise initial 
capital is by incorporating a company and 
asking the public to come in. Some of 
the soundest enterprises have literally de- 
veloped from a “shoe-string” ; on the cap- 
ital of the original founder or founders, 
and the very investment of the founder’s 
proverbial “last dollar” implies his confi- 
dent faith in what he can do. But when 
the public is asked to add money to the 
other man’s experience, the enterprise is 
a promotion, and consequently implies 
more than a business man’s risk from its 
very inception. 

Very few promotions prove profitable 
to the average investor, even though the 
enterprise is backed by the best brains, 
talent and “good sponsorship” that money 
(or advertising) can secure. The clip- 
ping herewith shows that what a sponsor 
was or is or has been in some other or 
allied field of endeavor, does not count. 
Altogether too much capital is being 
made out of “good names” on the pro- 
spectus: or the fact that the President is 
a grand-nephew of some _ illustrious 
manufacturer of the same name who 
made a success of his business: or that 
the third Vice President was Deputy- 
Governor of Harlem during the Jones 
Administration. The field of dead pro- 
motions is strewn with the names of 
people whose former titles look well on 
a stock certificate or embossed letter- 
paper, but do not command more ‘than 
ordinary respect on a check. 

We believe that an investor should re- 
gard a prospectus which is conspicuously 
ornamented with “big names” with the 
gravest suspicion, as our experience 
proves that a large majority of promo- 
tions in this class have been the most 
notorious failures. 


One-Way Pockets 


We recently had occasion to look over 
the prospectus of the United States 
Mortgage Company, which is also a new 
enterprise conducted along the lines of 
business pursued by the Commonwealth 
Finance Corporation. Our letter to our 


subscriber, dated September 9, 1918, was 
in part as follows: 
“United States Mortgage Com- 
starts in a new field at a 
considerable disadvantage. The idea 
is by no means new, and in a busi- 


CHARGES TO BE MADE 
AGAINST FINANCE CO. 


Commonwealth Officers Face 


Fight of Stockholders. 

ALBANY, N. Y¥., Oct, 4—Action will 
be taken within a few days for the| 
gemoval of Henry D. Tudor, Ormsby 
wicHarg, Harry L. Burrage, Charles C. 
Dickson and Charles W. Thomas, offi- 
cers and directors of the Common- 
wealth Finance Corporation, of New 
York City, Attorney-General Merton 
E. Lewis-announced to-night. The 





contemplated action was caused” by] 
an application. for the removal of 
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Among the charged submilttedw. 
the Atterney-General, it was alleged 
that Henry D. Tudor. between March 
$1, 1917, and April 21, 1918, “unlaw- 


full appropriated” $,116 of _ 5 
company’ foneys, witch he aha e 
ookg as ary as 2) 
AEST aes Sarge was 
also made that Tudor had ysed other 
funds for the payment of personal 
obligations and that McHarg was 
paid $3,500 in 1918, the sum bein 
charged to the salary account of 1917, 
sby MoHar 
ere 


ishatsons. n March of this year| 
he and Henry D. Tudor were sued for 
- Harty Lang Bu . 


is well known 
in ston financial circles... He was 
with the Lincofh National Bank, of 
Boston, then wjth the Third Nationa! 
Bank, of the same city, and in 1899 
went with the Eliot National Bank, in 
which, three years - we 
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ness of this character one cannot 
tell what obstacles the company will 
encounter, and ‘estimated’ profits 
might well be turned into losses in 
the long run. We see no speculative 
inducement to invest in these shares 
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when such issues as Maxwell Ist 
preferred are selling at a great dis- 
count: while far more seasoned 
issues like Mexican Petroleum pfd., 
Cities Service pfd., or Bethlehem 
Steel 8% pfd., and a large number 
of others are selling at bargain lev- 
els. We cannot give United States 
Mortgage common or preferred—a 
new one—our preference.” 


We believe the recipient followed our 
suggestion in this case, without putting 
us to the trouble of proving or arguing 
our choice. We do not know whether 
the United States Mortgage Company, 
like the Commonwealth Finance Corpo- 
ration, is in the class which the writer 
would consider the “one-way pocket” 
class. 

An investor is taking a long chance 
with every new promotion, and he does 
not act shrewdly in taking such a chance 
when he can purchase seasoned listed se- 
curities at a considerable discount. A 
glance over our “Bargain Indicators” 


occasionally, and a careful balancing of 
pros and cons is all that is needed to 
avoid the necessity for this Department 
having to decide against the merits of the 
Tin Lizzie Auto Company or the Un- 
reliable Tire Company. 


United States Mortgage Company 


Typical in its class, teeming with un- 
doubted good intention, and probably 
sincere in purpose, is prospectus No. 
129031 which we have before us, inviting 
the reader to purchase its preferred stock 
at $100 a share (par) and $100 a share 
for the common (par). The prospectus 
adds “With each two shares of preferred 
stock one share of common stock MUST 
BE purchased, and subscriptions must 
be made in amounts of not less than three 
hundred dollars ($300) and NOT 
MORE THAN FIFTEEN THOU- 
SAND DOLLARS ($15,000) 
cash payment of twenty per cent must 
accompany subscription. The Company 
reserves the right to withdraw this offer 
and to increase the subscription price 
without notice.” 

An analysis of the prospectus shows 
that the general plan, field of operations, 
source and probable percentage of 


profits to be made are all reasonable, and 
should be readily conceded by the im- 
partial critic. The company’s figures of 
motor car production are also correct, 


namely, 
Value 
$ 4,750,000 
225,000,000 
262,500,000 
378,000,000 
425,000,000 
485,000,000 
565,856,000 
921,378,000 


We quote further from the prospec- 
tus, the italics are ours: 


“At present there are a few com- 
panies in the field. -One financial 
concern in New York City capital- 
ized at $1,000,000 handled more 
than $39,000,000 worth of deferred 
motor vehicle paper during the first 
two years of its business career. Its 
business is rapidly increasing. The 
United States Mortgage Company 
is organized on a much larger scale, 
its capitalization is many times 
greater, and it will cover more terri- 
tory than any similar institution.” 


The confident statement “it will cover 
more territory than any similar institu- 
tion” is not backed by facts, and we can- 
not find a word in the prospectus to sup- 
port such an optimistic estimate beyond 
the general supposition: “The business is 
there—we will get it.” As stated above, 
good intentions are not doubted, but the 
investor should remember that something 
more than good intentions is necessary 
to success. 

The prospectus admits that the com- 
pany is experimenting in a new field, as 
this extract shows: 

“The United States Mortgage 
Company operates in a new field 
that is practically unlimited. Its plan 
appeals to ninety per cent of the pos- 
sible purchasers of motor vehicles. 
It means a large volume of profit to 
the Company without any burden 
placed on the purchaser, as its earn- 
ings arise from a commission on the 
sale of the motor vehicle at regular 
prices—a commission on the insur- 
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ance written—and a low rate of in- 
terest on deferred payments.” 


But no proof is given for the “esti- 
mates” and positive assertions contained 
in the following: 


“The capital or funds will not be 
tied up in factories, equipment or 
material. The money is in a fluid 
state, turning over rapidly. This in- 
sures ease of handling, accurate 
auditing, and no depreciation what- 
ever. Stability of the investment is 
assured. The money is safe at all 
times, as it is either in the bank or 
amply secured. 


With the exception of the General 
Manager the officers have agreed to 
accept no salaries for a period of at 
least five years. This means low 


operating expense. A fair estimate 
of the annual expense of carrying 
on this business would be less than 
five per cent of the capital em- 
ployed.” 

We would ask: 

How is stability of the investment 


assured ? 

Is not the statement, “as safe as in 
the bank” somewhat rash? 

Is it as safe as Liberty Bonds, for 
example? 

Who guarantees its safety; what 
assets are behind the guaranty? 

Will the directors personally and in- 
dividually guarantee the investment, 
since it is as “safe as in the bank”? 
Who made the estimate, and upon 
what record of actual operation? 

. Are the directors not safeguarding 
themselves behind the following 
printed in smaller type at the end of 
the prospectus (italics ours) : 


“(The statements _ contained 
herein are based upon information 


which we consider trustworthy, and 

the estimates made by the manage- 

ment of the Company are founded 
upon belief as to what the business 
may vyield.)” 

The capital of the United States Mort- 
gage Company is $10,000,000 consisting 
of $6,000,000 of 7 per cent cumulative 
participating preferred stock, and $4,- 
000,000 in common stock. This ambi- 
tious capital in itself is a handicap 
against the chance of the enterprise 
showing a liberal earning power, to pro- 
vide legitimate dividends on both classes 
of stock, for many years. As the pro- 
spectus is frankly a promotion, no figures 
are given as to the company’s financial 
status, no income account is—under the 
circumstances—available, and all an in- 
vestor has to rely upon is: 

1. A statement of what others have done 
in the same field. 

2. An estimate of what the United 
States Mortgage Company should do 
—if all goes well. 

An assurance that the future is 
bright, and that the shares are safe, 
and a good thing to invest in. 

So far as the writer is concerned he 
would require an answer to all the above 
questions, and a stronger assurance than 
the prospectus gives, before parting with 
any money. Meanwhile we would stick 
to the seasoned stocks, particularly the 
preferred variety, which are listed on the 
New York Stock Exchange, while taking 
our time to leisurely examine the pro- 
spects of the United States Mortgage 
Company and await our answer. 

We would take particular care to 
analyze all promotion offers that come 
to us, on the lines of the above example, 
and would have the satisfaction of know- 
ing that our money is safe, even if our 
conclusions should be considered ultra- 
conservative in some quarters. 
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Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell 





AETNA EXPLOSIVES — 
Power—While report for year ended July 
31, 1918, showed a balance of $3,132,186, after 
deducting 124%% accumulated dividends on 
preferred but before Federal taxes, for 630,- 
000 shares of common stock, or $5 a share, 
there were two extraordinary deductions 


made from earnings which cannot fairly be 


used in arriving at earning power of com- 
pany. These items were $1,606,666 for set- 
tling various claims, including Bassick suit 
which was settled for $900,000, and $1,132,- 
274 charges off on account of losses from ex- 
plosions. These two deductions totaling 
$2,738,940, indicate an additional earning 
power equal to $4.35 a share on the common 
stock. Net earnings for three months ended 
July 31 were $1,797,596, or. a-monthly aver- 
age of $599,198. This showing compares 
with total net earnings of $1,621,563 for first 
four months 1918, or a monthly average of 
$403,140. At present time company is work- 
ing on a number of large orders for mili- 
tary explosives which have been received 
from United States and French Govern- 
ments. Practically all of $54,000,000 orders 
which were closed by receivers Odell and 
Holt in 1917 have been completed. 


FIRESTONE TIRE—Status—Will do a 
business of approximately $75,000,000 for 
year. This will represent an increase of 
$13,500,000 over previous year and will com- 
pare with sales of less than $20,000,000 dur- 
ing fiscal year which ended in 1914. Fac- 
tory is now working approximately 65% 
on war work and when company completes 
its additions for manufacture of balloons it 
will be approximately 80% to 90% war work. 


KEYSTONE TIRE—Sales—In 
tember amounted to 119. 
same month were $82,776. 


Sep- 
Net earnings in 


PACKARD MOTOR CAR — Report — 
For fiscal year ended Aug. 31, 1918, a sur- 
plus of $5,616,707, bringing profit and loss 
surplus to $14,928,242. During year divi- 
dends amounting to $1,270,382 were paid, 
$560,000 on the preferred and $710,382 on 
the common stock. 


PROCTER & GAMBLE—Status—Gross 
sales have been running past few months at 
rate of $200,000,000 a year. The rate of gain 
over actual results to June 30, 1918, of $175,- 


000,000 is approximately $25,000,000. In 
fiscal year before war, 1914, company was 
doing about 33 1-3% of its present volume 
or slightly less than $56,000,000. Last spring 
the company sold through a Guaranty 
Trust-National City-First National Bank 
syndicate $25,000,000 7% notes maturing in 
a annual instalment over next five years. 
Though it is, of course, impossible in war 
times to make an irrevocable decision, it is 
the firm intention of company to retire $5,- 
000,000 notes falling due March 1, 1919. 


REPUBLIC MOTOR—Order—Has re- 
ceived a Government order for 2,000 class B 
heavy army trucks. The company’s sched- 
ule calls for 1,000 commercial trucks a 
month. The total truck capacity is about 
17,000 a year. 


SUBMARINE BOAT — Two _ Ships 
Launched Weekly—Has developed a launch- 
ing schedule of two ships per week on its 
order for 150 steel cargo vessels and that 
early in 1919 it likely would be increased 
to three a week. In November, 1916, the 
company finished 550 motor boats for 
British Government, and in order to keep its 
organization of 1,200 skilled men intact 
company made a proposition to build for 
British Government 100 to 200 trawlers of 
about 400 tons displacement. Was not ac- 
cepted because of great cost in this country 
of machinery. 


UNITED MOTORS—To Vote on Disso- 
lution—Special meeting of stockholders 
called for October 30, when vote will be taken 
on a plan for dissolution of company and 
for sale of all its assets to General Mators 
Corporation for a consideration consisting 
of 110,164 shares of common stock and 
330,492 shares of the preferred stock of the 
General Motors Corporation. 


WAYNE COAL—Rate of 100,000 Tons a 
Month—Operating coal fields in vicinity of 
Steubenville, O., had increased production 
and shipments of bituminous coal to rate of 
approximately 100,000 tons a month. It was 
stated that ten steam-shovel units would be 
operating in October. Plans have been made 
to start four additional units later in the year, 
making fourteen in all. Each unit has a yearly 
production capacity of more than 200,000 
tons. 





TOPICS FOR TRADERS 














Choosing A Broker 


Essential Points Sg “ey Which the Specvestor 
Best Inquire 





By A PAST MASTER 





F I were casting about for a 
responsible and well equipped 
CHE brokerage house with which to 
place my account, I would first 
inquire whether the members of the 
firm were speculators. If I found that 
the partners were in the habit of trad- 
ing on their own account, in a large or 
small way, I should look elsewhere. 
The speculative broker risks not only 


his own capital, but if he finds he is . 


overloaded and heavily involved, he is 
frequently tempted to jeopardize the 
margins of his clients. 

Many firms, when partnership papers 
are signed, require that their members 


avoid speculation of any nature what- 


soever. They also bind themselves not 
to endorse notes or loan money, except 
upon marketable collateral. Some stick 
to these agreements and others do not, 
as the inclination to trade is very 
strong where the atmosphere is so 
charged with speculative fever. We 
have frequently witnessed flagrant 
cases where brokers have traded on 
their own account in a way that was 
actually criminal. There are black 
sheep in every family, and “the trade” 
as a whole, is not to be judged by a 
few who step from the path of virtue. 

In addition to the risk of over-trad- 
ing, the speculative broker is incapaci- 
tated for strict attention to his busi- 
ness. He begrudges the time necessary 
to execute his clients’ orders; his atten- 
tion is thereby distracted from his own 
ventures. His opinion is biased; it be- 
comes hard for him to see the bear side 
if he is long of stocks. Altogether, the 
speculative broker is to be avoided. 

A broker, of course, should have am- 
ple capital to carry his clients’ accounts 
—sufficient to allow for heavy expansion 
of business when prices of high grade 
stocks involve big money, and a swell- 


ing of the loan account. He should 
never take more business than he can 
handle comfortably, in any kind of a 
market, and without the use of one 
penny of his clients’ excess margins. 
The line of demarkation between his 
capital and the customers’ surplus, 
should be made very clear by an accu- 
rate system of bookkeeping, and this 
line should never be encroached upon. 

Whether a firm be large or small, 
makes little difference. The vital point 
is whether it is carrying too many 
stocks for its capital and whether its 
reserve fund is sufficiently large to tide 
it over any emergency. Some concerns 
do business on a capital so small that 
it is necessary for them to loan out the 
stocks they are carrying to avoid put- 
ting up the 20% margin required by 
banks on collateral loans. There are 
some which have their stocks carried 
by other brokerage houses, on a 5% or 
10% margin, which is practically what 
their clients have “up” with them. By 
this method of financing, a house can 
skate along on thin ice, until a sudden 
panic, or slowness on the part of their 
clients in putting up margin, brings the 
inevitable result—a typewritten sign 
on the front door. 

Keeping Up Margins 

Keeping up margins is a third indi- 
cation of the strength of a brokerage 
house. Let a concern carry a few 
friends on promises, a few more fav- 
ored customers ori light margins, and 
be generally slack in this respect with 
the rest of its clients, and the end 
will be a depleted bank balance and a 
lot of bad accounts on the ledger. We 
have seen some people stop trading 
with certain houses because of the 
way in which they were called for 
margin. If they only knew on which 
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side their bread was buttered, they 
would stick to such a house, for the 
self same reason, provided all custom- 
ers were being treated alike. Give me 
the house that is “stiff” on its margin 
calls. 

To serve its clients well, a house 
should have a good broker on the floor 
of the Stock Exchange. There are 
“brokers” and brokers, some of them 
are little less than machines, too lazy 
to make an effort to save their clients’ 
eighths and quarters. Others trade 
against their customers’ orders and 
never give a report on an execution 
until the trader has an eighth the 
worst of it. A good way to test the 
honesty and efficiency of your floor 
broker, is to hold the watch on him. 
In an ordinary market, execution of 
market orders should not take more 
than two or three minutes. If they 
take longer, there is a loose cog some- 
where, either in the machinery of the 
house, or in the floor member’s meth- 
ods. 

The Competent Broker 


A broker should be competent, at all 
times, to give a brief summary of the 
financial situation and the technical 
market position. This should be abso- 
lutely unbiased. He should sum up the 
facts on both sides of the question, 
give an honest opinion, and state his 
reasons for its formation. Whether he 
should actually advise a client, is an 
open question. Many people come to 
the broker without ideas of their own, 
and ask not only his opinion, but his 
advice. A bright, snappy, energetic 
broker, who is serving his clients to 
the utmost, will be constantly on the 
lookout for “good things” which may 
come his way, or occur to him; but 
he should carefully weigh the possibil- 
ities and probabilities before making 
recommendations. 

It is a well-known fact that brokers 
who give advice which makes money 
for their clients, receive no credit 
therefor. How often do you hear of a 
broker receiving a present of any kind 
or even thanks from a client for whom 
he has made money, yet the same 
client, when he loses, will damn the 


broker up hill and down dale when his 
tips turn out to be valueless. 

The chief reason why so many cli- 
ents transfer their patronage from one 
house to another, is the poor advice 
received from the discarded firm. As 
the majority of traders never think for 
themselves, they must blame someone. 


.The poor broker, who is perhaps, as 


conscientious as they make them, gets 
thoroughly roasted and loses his client 
into the bargain, because the client 
couldn’t guess at all, and the broker 
happened to guess wrong. 

A brokerage house should, by reason 
of ample capital, and careful attention 
to its financing, borrow its money as 
cheaply as possible and give clients the 
benefit of a low interest rate. Nothing 
antagonizes a trader more than an ap- 
parent over-charge in interest. At 
times it is impossible to avoid this, but 
in periods of high money rates the 
broker is compelled, by Stock Ex- 
change rule, to charge not less than 
the cost of his money. 

Interest Rates 

Time money may be 6%, and call 
money 20%. If a broker knew in ad- 
vance, what amount of stocks his cli- 
ent would carry for the succeeding 
thirty or sixty days, he could readily 
arrange his loans, so as to secure the 
lowest possible interest rates; but the 
fact is, a broker does not know, five 
minutes in advance, what his money 
requirements for the future will be. 
He is compelled to borrow a certain 
percentage on time and the balance on 
call. If his clients liquidate heavily, he 
can pay off his call money, but if they 
continue to buy stocks, his call loans 
at the higher rate will increase. Specu- 
lators seldom make allowance for 
these conditions. They are unfair 
enough to believe that brokers should, 
by a system of clairvoyancy, know 
what amount to borrow, weeks and 
months in advance. From the broker’s 
standpoint, it is often more difficult to 
guess the money rate than to antici- 
pate fluctuations of the stock market. 

A broker should be courteous to his 
clients, furnish them with every facil- 
ity for the formation of correct 
opinions, and be alive to their comfort 
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and convenience while in his office. 
His advices and executions should be 
prompt, his margin calls considerate, 
yet consistent with good business 
methods. Rendering of statements 
should be made promptly at the end of 
each month and not dragged along un- 
til the 10th or 15th. 

When a customer desires to close an 
account, the check should be forthcom- 
ing while the client waits. A trader 
should be able to get his money just 
as promptly as the broker expects him 
to respond to a margin call. If a specu- 
lator finds it difficult to extract money 
from his broker, he should quickly 
close the account and have the check 
for his balance certified, or transfer 
his account to another house. 

If one has his choice, he should deal 
in an office which is equipped with a 
quotation board or quotation sheet. It 
is impossible for anyone to carry in his 
head the entire day’s fluctuations. For 
this reason, when you drop into your 
broker’s office, you should be able to 
see at a glance just what has happened 
during the session. If you are obliged 
to run back over a mile of tape to see 
the opening, highest and lowest of 
your special stocks, it means loss of 
time and a lot of bother. A newspaper 
which merely printed the quotations of 
the active list at the time of going to 
press, would find small sale in Wall 








Street. So it is with the brokerage 
office which is merely equipped with a 
ticker, and no board. 

The pertinent questions to be put to 
a brokerage house with which you con- 
template doing business, are these: 

Do you speculate? 

Have you ample capital? 

What percentage of your capital 
would you have this minute if all your 
clients’ accounts were to be closed out 
at the market? 

What margins do you require from 
the most favored client on your books? 

Does your floor member trade for 
himself, for the firm or for anyone 
else? 

Some of these questions are bald and 
the majority of brokers would deny 
acting in a way detrimental to their 
clients’ interests; others would admit 
freely that they speculate. The best 
way is to make inquiries through your 
bank, or through other brokers, with 
whom you may be acquainted. A sum- 
mary of all these questions could be 
formed into a composite, which would 
mean: 

Does he conduct his business so 
that at any time during our busi- 
ness relations, I may withdraw my 
balance instantly upon demand, 
with the assurance of honest 
treatment in the interim? 








OUR NATIONAL DEBT PER CAPITA 


The estimated wealth, debt and annual income of the principal nations of 
the world may be best appreciated by an approximated contrast: 


United States 


Debt Income 
$17,000,000, 000 $50,000,000,000 
12,000,000,000 


8,250,000,000 
3,000,000,000 
1,000,000,000 


Before the United States entered the war our net national debt was 


approximately $1,000,000,000. By adding approximately $16,000,000,000 of 
Liberty Loans, the debt of the United States amounts to $160 per capita. At 
the present time the comparative per capita debt of our Allies is approximately 
as follows: 
$140 debt per capita 
275 debt per capita 
600 debt per capita 
678 debt per capita 


_ Similarly, when calculating the proportionate distribution of the annual 
interest payment of the United States to the population of the country, the 
interest on our total debt amounts to only about $6.50 per annum per capita. 
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IMPORTANT DIVIDEND ANNOUNCEMENT: s 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 
the Owner’s Name Before the Date of the Closing of the Company's Books 








Paid to Paid to 
Ann. Amount Holders Ann. Holders 
Rate Name Declared as of Rate as of 


$3 Keystone Tele, p... $1. Oct. 19 
4% Kress (S H), c.... Oct. 19 


g 


8% Am Beet Sugar,c.. 2 %Q 
6%. Am Light & Tr, p.. 14% Q Oct. 
10% Am Light & Tr, c.. 24% Q Oct. 
. Am Light & Tr,c xe 24% 
“7% Am Shipbldg, p.... 14% Q 
7% Am. Shipbldg, c.... 14% Q 
.... Am Ship, c x xx...10 % 
Anaconda Copper.. $2 Q 
$2 Ariz. Com’l Min.... 
6% Atlas Powder, p.... 14% Q 


7% Lake of W’ds Mil, p . 23 
12% Lake of W’ds Mil, c . 23 


McElw’n, WH, 2d p 
McElwain, WH, c.. 
Miami Copper 

Midvale Steel & Ord 
Midwest Refining... 
Mohawk Mining ... 


wp 
Oe be et ee et 


Beth Steel, 8% p.. 2 %Q 
Beth Steel, 7% p.. 14% Q 
. Bliss (EW) Co,cx xx 10% 

Brill (JG) & Co,p.. 1 &%Q 
. Brill, JG, Co, pxm3 %&% 

Btown Shoe, p .... 14%Q 
Burns Bros, p. 14%Q 
Burns Bros, c 2%%Q 


x 


KRKKRKRKK WR 


Central Leather, c.. 
. Central Leather, c x 
Cities Service, p... 
Cities Service, c... 
. Cities Service, c x e 
Cluett, Peabody, c 
Com’w’lth Edison .. 
Consol Coal 

. Cont’l Motors, c.... 


eee KEK © 


DuP deN Powder, p 
duP deN Powder, c. 


Eastman Kodak, p.. 
Eastman Kodak, c.. 
. Eastman Kodak, c x 
Edison El Iilu, Bost 
Eisenlohr, O, & Br, c 
Eureka Pipe Line.. 


Fisher Body, p 


General Motors, p.. 
General Motors, c.. 
Goodrich (BF), c 
Granby Cons 

Gr North Ry 


KRKRKRKR 
©reVenmn Oo 0D CO 0D 


Hav El Ry, L&P,p 
Hav El Ry, L&P,c 


RRRRERR = RERERET 


une ee eee 00 


2 
a7 


~ 


1 
1 
1 
1 
1 
1 
1 
1 
0 


3 
3 


Nat En & Stamp, p 
Nat En & St, c 

N. Y. Central ..... 
Norfolk & West, p. 
North Butte Min.. 
Northern Pacific ... 


Pacific Coast, Ist p. 
Pacific Coast, 2d p. 
Pacific Coast, c.... 
Penmans, Ltd, p ... 
Penmans, Ltd, c ... 
Phil Co, new p.... 
Phil Co, c 

Pierce-Ar Motor, c 
Pitts & West Va, p 
Prairie Oil & Gas.. 


. Prairie Oil & Gas, x 


Prairie Pipe Line.. 
Quaker Oats, p ... 


Reading Co, c 


% Republic Ir & St, c 


... St Mary’s Min Land 


Steel Co of Can, p. 
Steel Co of Can, c 
Superior Steel, 1st p 
Superior Steel, 2d p 
Superior Steel, c .. 


. Swan & Finch 


Unit Cig Strs Am, c 
United Drug, Ist p. 
United Drug, 2d p.. 
U S Rubber, Ist p. 


£28 


Holly Sugar, p eo0s 
. 4% 
$7 Westgh Air Brake. $1.75 Q 


$3.50 Westeh El & Mfg,c 87%cQ 
$1 Willys-Overland, c. 25¢Q 


Indiana Pipe Line.. 

- Ingersoll Rand, c... 5 
Insp Con Copper... $2 
Intnat’l Nickel, p.. 14% Q 


$2.50 York Rys, p 


Kayser (Jul), ist p 14%Q 
Kayser (Jul), 2d p.. 14% Q 
Kelly-Springf Tire, c $1 Q 
Kelsey Wheel, p... 14% Q 
Kerr Lake Mining. 25¢Q 


—Extras. 
e—Payable in common stock. 

m—On account of accumulated dividends. 
xx—Payable in Liberty Loan bonds. 
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